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To The President and The Congress of The United States

The Naticnal Commission for Employmen: Policy is pleased to submit to you its
Ninth Annual Report, Older Workers: Prospects, Problems ar.d Policies.

Improved health, longer life expectancies, dramatic changes in the workplace and
the aging of the post-World War II ‘‘baby boom’’ generation have forced us to take
a new look at older workers. We want to know how to increase their jub opportunities,
and we worry zbout how they will fare in the changing job market, as well as about
whether the working population will be able to support a growing number of retirees.

The National Commission for Employment Policy, with support from the Employ-
ment and Training Administration of tne U.S. Department of Labor, undertook an
intensive study of these issues. The Commission’s report outlines its complete find-
ings and recommendations. In brief. . .

* We found that for most older workers, age is an advantage in the job market.
Their pay is higher, unemployment rates lower, and job loss is less likely than
for younger workers.

¢ But for some 5 million or 10 percent of today’s older workers the pict.ire is
not so good. Older workers who lose their jobs, or are members of minority
groups, as well as many older women and those older workers whe aave health
problems often face serious labor market problems.

® There is no denying that age discrimination exists, and the Commission sup-
ports vigorous enforcement of the Age Discrimination in Employment Act. It
is important to know, however, that for many of the 5 million workers noted
above, their problems are rooted in a lifetime of low levels of ecucation, inade-
quate training, irregular work experience, poor health, occupational segrega-
ticn, or sex and race discrimination. For others in this group, problems have
come suddenly due to job loss or the onset of poor health.

¢ Knowing this we can supplement our age discrimination prevention policies with
education, job training, displaced worker assistance, flexible work and other
policies designed to address the needs of today’s older workers, an¢ to prevent
problems for future generations. The Commission strongly supports buth public
and private efforts to achieve these objectives.

¢ The Commission identified many good examples of private sector employer pro-
grams and age neutral parsonnel practices that other companies could adopt
to combat age discrimination and increase job opportunities for older workers,
especially those workers approaching conventional retirement age.

¢ The Commissicn also found that there are needs that cannot be adequately ad-
dressed by employers alone.

* Government-sponsored employment and training programs have been successful
in filling some of these gaps, and the Job Training Partnership Act, the U.S.
Employment Service and the Senior Community Service Employment Program
can help both low-income and displaced older workeis increase their job
prospects.

iii




¢ To help both the private and public sectors better meet the needs of older
workers, the Commission has published two separate reports: Older Worker
Employment Comes of Age: Practice and Potential and A Practitioner’s Guide
for Training Older Workers.

¢ Current retirement policy has done much to relieve unemployment and pover-
ty among older Americans, and the Social Security system now appears fir.an-
cially viable for at least the next 25 years, and perhaps beyond that. Despite
anncrease in the retirement age population after the year 2000, the proportion
of people working 1o those not working will stil bz greater than it was before
1970.

¢ Many retirement-age workers say they want to continue working at least part
time. Social Security provisions encourage this. But low pay and a lack of flex-
ibility in many part-time jobs, as well as alternative sources of income, influencz
most of these people not to work at all.

¢ Social Security and many private pension plans encourage early retiremen: It
would take substantial changes in the Social Secuiity incentives—beyond the
1983 amendments to the Social Security Act—and major revision in private pen-
sicn policy and procedures to achieve a significant increase in the average age
of retirement.

About 44.5 million Americans, or about 19 percent of the population, are between
ages 45 and 64. By 1991 this number will incrcase when the ‘‘bat y boom’ genera-
tion reaches age 45. By the year 2000, over 60 million Americans or about 23 percent
of the population will be in this age group. Not surprisingly, the workforce is also
aging. Approximately 30 million people between ages 45 and 64 are in the labor force.
This number is expected to grow to nearly 45 million by the year 2000. The number
of retirees will increase substantially after the year 2010, peaking after the year 2030.
What this tells us is that over the next 25 years the older population and the number
of older workers will increase substantially, and over the next 50 years the number
of people receiving retiremeat benefits will be substantially larger as well.

We do not see any immediate cause for alarm, but we do see an immediate need
for recognition and planning, and an immediate need to address the problems of to-
day’s older workers. If the Nation is to have private and public p»licies and person-
nel practices which promote the effective utilization of older workers’ skills and ex-
perience, the development of those policies and practices must begin now.

Older workers are a vital resource for the Nation. We believe it 1s critical that our
private and public employment and retirement policies do ever ything possible to pro-
mote opportunities for those older Americans who want to work.

The findings and recommendations contained in this report were developed dur-
ing the years 1982-1984. It is the hope of the Commissioners that this work will pro-
vide better information and insights for policymakers and program operators in both
the private and public sectors so that older Americans have flexibility in the choice
between work and retirement and the greatest opportunity to continue to contribute
to the vitality of the economy and the Nation.

Sincerely,

Gertrude C. McDonald
Chairman
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PART A
Older Workers: Prospects,
Problems and Policies

Preface

The employment situation of older Americans is increasingly the focus of public
and private ccncern. In its 8th Annual Report, the Commission highlighted the “‘work
revolution’’ that is taking plac: in the United States—international competition,
technological change, the peak of the baby boom and the aging of the workforce,
the decline of basic industries and the rise of the service sector, and changing demands
on social security, pension, health and training systems. The Commission’s 9th An-
nual Report takes a closer look at how these trends are affecting today’s older workers
and what challenges lie ahead for tomorrow.

Given its mandate to report to the President and the Congress on employment issues
of national importance, and in light of the growing interest in older workers, the
National Commission for Employment Policy has developed a comprehencive report
on the realities facing this segment of our workforce. The Commission launched this
major research project after identifying key questions where more information was
needed to inform public policy. Studies were financed from NCEP research funds
in conjunction with funds made available from the Employment and Training Ad-
ministration of the U.S. Department of Labor.

A major goal of this project wis to supplement information from past research
and to add to the body of knowledge that has been accumulated on older Americans’
employment-related problems. The proect design focused on several themes: the
employment and unemployment experiences of older workers; the impact of age
discrimination, health, and education; the problems of displaced older workers; the
special needs of disadvantaged groups; innovative private sector programs; the ef-
fectiveness of government-sponsored employment and training programs; and the
range of retirement and pension issues that affect employment decisions.

In addition to this report, the Commission published two companion volumes
highlighting successful private and public sector programs and strategies to assist older
workers: Older Worker Employment Comes of Age: Practice and Potential and A
Practitioner’s Guide for Training Older Workers. The Commission also sponsored
a series of forur:s for business, government and community leaders throughout the
country to share information and initiate local action to improve opportunities for
older workers.

The recommendations contained in this report emerged from the research and the
discussion among the Commissioners and it responds strongly to the notion that it
makes good economic sense tn use the resources of this Nation’s older workers. We
stand to lose much productive capacity if we do not adopt economic policies that
recognize the value of these workers and reject policies that result in unnecessary
or involuntary early retirement.

Commissioner Paul Locigno, as project chairman, provided invaluable advice and
support. Responsibility for the design and organization of great amounts of infor-
mation fell to Dr. Steven Sandell, project coordinator, with assistance from a number
of individuals, including Gary Moore, Gerri Fiala, Laura von Behren, Priscilla Taylor,
Janet Johnston, Steve Baldwin, Ann Donohue, and other members of the NCEP
staff, all of whom consistently rose to the challenge of painting a more somplete
picture of older workers. Madeline Hachey and Shirley Percy produced the versions
of the text and their patience and fortitude are appreciated.

Patricia W. McNeil
Director
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Foreword

The issues raised in the report are of critical importance to the well-being of the
American economy. In the early 1990s, the number of older workers will begin to
rise, as the post-war baby boom generation begins to reach age 45. Fuither, in 25
years there will be major growth in the retirement-age population. Although it is im-
possible to predict economic conditions 20 or 30 years hence, the analysis in this report
provides a sound basis upon which to consider policy options for older workers over
the longer term.

Most older workzrs do well in the job market and make the transition from work
to retirement without experiencing financial difficulties. Many, however, are not so
fortunate. This report examines the causes of their labor market problems and the
policies that could alleviate thesc problems.

The report is organized into six chapters:

¢ Chapter I presents an overview of the report, including a summary of the Com-

mission’s findings and conclusions and its recommendations for improving the
eimployment conditions of older workers.

¢ Chapter Il describes the general population and labor force trends over the last

several decades and those projected for the future. It provides background for
discussing the employment situation of older workers and retirees ard poten-
tial public policy responses.

® Chapter III examines older workers’ employment, unemployment, earnings,

and income. It describes the extent and causes of the employment problems
of older workers.

® Chapter IV discusses employer programs and practices and government pro-

grams designed to redress the employment problems of older Americans and
to provide increased employment opportunities for these individuals.

® Chapter V describes the relationship of retirement decisions to various public

and private policies.

* Chapter VI presents the major conclusions of the study.

The report explains that for all older workers, decisions concerning training, employ-
ment and retirement are interconnected. These interconnections are important because
policies affecting any one of them have implications for the others.

Steven H. Sandell
Project Director
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I. Overview

The employment problems of older workers provide a
critical focus for national employment policy in the 1980’s
and 1990’s. The aging of the labor force, combined with
the cestructuring of the nation’s industriai capacity,
heightens the importance of meeting the labor market needs
of this population. If the Nation is to have private and public
policies and personnel practices that promote the effective
utilization of older workers’ skills and experience, the
development of those policies and practices must begin now.

The labor market problems of older workers will gain
greater prominence within national employment policy dur-
ing the next decades because both the population as a whole
and the labor force are aging. The median age of the labor
force is already rising. The post-war ‘‘baby boom’’ gen-
eration will be in its fifties by the end of this century. Im-
proved health and longevity also contribute to this trend.

What does this mean for individuais, for business and in-
dustry, and for government? Do certain groups of older
workers such as women, minorities, health-impaired peo-
ple or displaced workers face special problems in the iabor
market? How can business and industry and government
respond constructively to these problems? What changes
might be necessary in retirement policies? Can we put
policies in place now that will properly address the futi.re
situation? These questions are the focus of this report.

Most workers over age 45 have earnings that have in-
creased over their working lives, leveling off prior to an
anticipated period of retirement. However, some older
workers, after having had a stable lifetime employment and
earnings pattern, suddenly experience an unanticipated
event, such as the loss of a long-held job or the onset of
a major nealth problem, that undercuts their ability to con-
tinue working. Still other oider workers—such as women,
minorities and the disabled—are likely to have lifetimes of
low earnings and intermittent employment that continue into
old age and affect retirement prospects.

Employment policy for older Americans deals with two
major concerns. The first centers around older workers in
general and includes influences on their retirement and
employment opportunities. The second centers on alleviating
special labor market problems faced by some groups of older
Americans.

The Scope of This Report

Any discussion of the issues relating to work and aging re-
quires a clear description of the terms and concepts that will
be used. This report generally uses the term “‘older worker"’
to mean persons age 45 and over. Age 45 is a traditional
breakoff point in the analysis of labor market information.
A number of Federal employment programs also use age
45 in their reporting provisions. Various age groups within
the older worker category such as ages 45 through 54 or age
65 and older are discussed separately, as appropriate.

This report concentrates on employment issues. However,
it is often difficult to separate employment issues from other
important social and economic concerns such as poverty.
Most people’s primary source of income is from their job.
Some individuals are in poverty because they do not have
a job; other people who are employed may nevertheless be
poor because their hourly wage is low or because they do
not work full time. This report deals with people in poverty
who are working or desire gainful employment; it dues not
address the situation of many oider persons who are poor
and for health or other reasons are not expected to work.

Project Findings and Conclusions

By combining existing xnowledge and the results of new
research, the National Commission for Employment Policy
found that individuals over age 45 are less likely to suffer
labor market problems than younger workers and that the
income of older persons generally has improved over the
last several decades. Even so, there are several million older
workers who suffer severe labor market problems. These
problems, as well as the experience of older workers in
general, and the public and private programs and practices
that affect older workers’ employment and retirement are
described below. Information about population and labor
force trends provides the context for this discussion.

Nearly one-fifth of the population is age 45 through age
64. This age group will increase by 15 million individuals
within the next 15 years, largely as a result of the aging post-
war baby boom generation. The population over age 65 will
rise gradually, due in large part to increased longevity
resulting from improved health care. The major growth in
the retirement age population will not begin until after the
year 2010. By the year 2030, the post-war baby boom genera-
tion will be age 65 and older.

Nearly one-third of the labor force is over age 45. While
the percentage of the workforce that is over 45 has declined
steadily over the past 30 years, it is expected to be about
the same for the next 15 years and then to increase gradual-
ly, again largely as a result of the aging post-war baby boom
generation. The decision to retire from paid work directly
affects the size and makeup of the labor force.

Labor Market Problems from Age 45 to Retirement

Older workers, in general, have higher wages than their
vounger coworkers. This generally results from their greater
work experience, seniority and firm-specific skills. Older
workers’ earnings per hour are relatively stable after age 50.
Some retire and their earnings are not entirely replaced by
retirement income; others reduce their working hours.
For those individuals who continue working full time,
earnings grow more slowly than the earnings of their
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younger coworkers. There ars several potential reasons for
this finding. Many older workers do not appear to receive
the training needed t» upgrade skills and to increase their
earnings. Al important reason is that the cost of training
in terms of lost earnings, lost leisure time, and lost produc-
tivity is higher for both older workers and their employers
than for ycunger workers.

Young people with labor market problems tend to con-
tinue to experience them over their lifetime. Although the
average earnings of minority individuals improve with age,
they continue to remain below the average earuings for white
males. The earnings gap between women and men also in-
creases with age. Intermittent work experience and smaller
earnings increases with each year of experience appear to
be the basis of this growing earnings gap. This situation is
important for retirement because Social Security and pen-
sion benefits are tied to earnings levels.

Although a smaller proportion of individuals over age 45
have labor market problems than do those under age 45,
there are a substantial number of older workers with labor
market problems, defined as a combination of low income
and unemployment or underemployment. Specifically, older
blacks, Hispanics and women are much more likely to have
labor market problems than older white men. In fact, older
blacks are four times and Hispanics are three iimes more
likely to have labor market proSlems than whites. The prcb-
ability of experiencing labor market problems for minority-
group members, unlike whites, does not decrease with age.
The labor market problems of these groups often have their
foundation in a lifetime of low education, inadequate train-
ing, irregular work experience and discrimination. Age itself
is not typically the root cause of their problems.

Poor health combined with aging constitutes a form of
double jeopardy because the earnings of individuals with
poor health are usually lower than those with good health
and their tarnii,gs decline with age compared to individuals
in good health. The onset of health problems influences
retirement. However, for financial or other reasons, soine
of these health-impaired workers may want to continue
working, if only in less demanding jobs.

Age discrimination is one of the causes of labor market
problems among older workers. Some of these problems,
caused by a combination of the experiences and personal
characteristics of older workers, are exacerbated by age
discrimination. Age discrimination and other causes of
employment or labor market problems are difficult to
separate, and consequently, the incidence and dimensions
of agediscrimination are hard to measure. It is known that
the number of complaints in the age discrimination area is
rising.

Older workers who lose their jobs typically earn lower pay
at their new jobs, especially if they live in areas with poor
labor market conditions. The loss of seniority and company-
specific skills that are not always perceived as useful in new
employment situations contributes to reductions in earnings.
These losses in earnings are generally larger among older
than younger job losers. Job loss also results in longer
periods of unemployment for older than younger job losers.

Specialized placement services have proven successful for
older job seekers who are less likely than ynunger job seekers
to receive job referrals from the Employment Service.

Workers in their late fifties and early sixties who lose their
jobs are much more likely to retire than those who have not
lost their jobs. This pattern is more pronounced during
periods of high unemployment. Because retired individuals
rarely reenter the labor force, this is a permanent loss of
workers to the economy.

Many retirement-age workers indicate that they want to
continue working at least part-time. Social Security
provisions—such as *' ~ earnings test—contribute to their
desire to work part time rather than full timz2. However, low
pay for part-time work, lack of flexibility in many employ-
ment situ..:ions, and the availability of alternative sources
of income influence most retirement-age individuals to not
work at all.

Private and Government Responses

Positive action on the part of employers can improve the
employment conditions of older workers at or near retire-
ment age. Such actions include establishing age-neutral train-
ing and personnel policies. There are good examples of
employer programs and practices for retirement-age workers
in the areas of benefits and compensation, work ar-
rangements including part-time, and job retraining that
could benefit companies and individuals. Unfortunately,
these are relatively uncommon, address oriy particular
segments of the labor force and selective situations of older
workers, and exist only if they benefit companies as well
as older workers. In adverse economic conditions, some of
these employer programs and practices are suspended.

Many older job losers, women and minority-group
members have needs for training and other services that can-
not be adequately addressed by *he private sector. Govern-
ment has an important role to play in respoading to those
individual needs.

On a small scale, the government has experience 1n the
emple,yment and training area. Job training for older
workers was successful under the Comprehensive Employ-
ment and Training Act (CETA) even though relatively few
were served. Factors other than age discrimination, such as
weak labor market attachment, poor health, low education,
and high family income, help explain why few eligible older
individuais were served. Older workers who did participate
increased their employment and earnings. This augurs well
for the potential success of training programs administered
under the Job Training Partnership Act.

The Senior Community Service Employment Program is
useful as a small work experience program for persons age
55 and older. ¢ appears to be especially beneficial for in-
dividuals who live in areas where private sector jobs are not
readily available and for those who expect to retire in the
near future and do not want to invest in training for long-
term jobs but who do want to perform useful work.

12




Retirement

Current retirement policies have done much to relieve
unemployment and poverty among older Americans. For-
mal retirement from paid work has been made possible by
the expansion of the Social Security system, the growth of
private pensions, increased support for the disabled, and in-
creased affluence generally, which has allowed people to ac-
cumulcte personal savings. These same factors influence
retirement decisions.

Social Security and some provisions of private pensions
that are regulated by the Federal Government have en-
couraged early retirement. The Social Security benefit
schedule—as well as the schedules of many private pension
plans—penalize workers who retire after age 65 by making
it uneconomical to continue working. Pension benefits do
not increase enough for each year of delayed retirement to
offset a shorter retirement period. Also, while Federal
regulations under the Employee Retirement Income Security
Act permit a variety of benefit siructures, many pensions
encourage early retirement. Two features of private pensions
that are particularly important in penalizing older workers
who want to postpone retirement are a failure to provide
actuarial adjustment for previously accrued pension benefits
and a lack of accrual after e- e 65 (which occurs in about
one-half of the defined-benefit plans). The first feature
means that a worker will be penalized in the form of reduced
total lifetime benefits for continuing to work after a par-
ticular age. The second means that a worker’s total com-
pensation, i.e., wages plas accrued pension benefits, is
reduced after age 65.

In contrast to the dire predictions several years ago, the
Social Security system now appears capabie of supporting
the basic retirement programs for at least the next 25 years
and, perhaps, well beyond that. Although the 1983 Social
Security Amendr.ientr will probably succeed in restoring the
financial integrity of the retirement portion of the system
over the next 75 years, it is unlikely that they will have much
influence on actual retirement ages. It would take substan-
tial changes in the Social Security incentives—beyond the
1983 Amendments—and major revisions in private pensions
to achieve a significant increase in the averag: age of
retirement.

The dependency ratio, or the ratio of the rest of the
population to paid workers, will ccntinue to decline through
ihc end of the century as more women participate in the
labor force and the post-war baby boom continues to work.
Although the dependency ratio will rise after the year 2000,
this ratio will still be substantially below the levels this na-
tion experienced before 1970. This means that the ability
of the economy to support its retirement age population will
improve until 2000. Even though the proportion of in-
dividuals age 65 and older will increase dramatically after
2010, the economy may easily be able to support its vetired
population because there will he a large number of paid
workers comparer to nonworkers. It is possible, however,
that econemic conditions may cause unforeseen stress on
the Sociai Security system after the year 200C. If such a situa-

tion occurs, there are several options available to relieve
these pressures, including restricting or reducing benefits,
making adjustments that will actually increase the average
age at which people retire and makine adjvstments in pen-
sion policies.

Although the impact of poor nealth on individual retire-
ment decisions is difficult to measure, the availability of
disability benefits under Social Security reinforces the ef-
fect of physical problems on retirement decisions. These
benefits allow some individuals who must otherwise con-
tinue to work to retire early. “-’hil» a large proportion of
individuals who apply for disa*ility are not totally disabled,
they legitimately may rot be able to continue working Ef-
forts to tighten screening criteria for disability payments
almost inevitably lead to some instances of poor, elderly,
disabled individuals beirg denied benefits. The consequence
is a tradeoff between an increase in the number of disabili-
ty beneficiaries and a rise in program costs on the one hand,
and the denial of benefits to legitimate claimants, on the
other hand. In addition to employment services for older
workers with health problems, improved general health care
and worker safety programs may extend workers’ produc-
tive lives and reduce disability program costs. The relation-
ship between health ard retirement is important, in part,
due to the connection between regular Social Security retire-
ment benefits and disability benefits under Social Security.

The recent expansion in the availability of tax-deferred
retirement savings instruments. particuiarly Individual
Retircment Accounts (IRA), has raised questions as tc
whether tax-deferred retirement savings will affect people’s
retirement decisions. Because these instruments do not pro-
vide incentives for choosing one retirement age over another
after reaching the initial age of withdrawal without penal-
ty, they appear to provide flexibility in ¢hc ssing a retire-
ment age. However, it is too early to predict exactly what
the effects will be of tax-deferred private retirement savings
in terms of total savings and age of retirement.

The Age Discrimination in Employment Act prohibits
employers from requiring workers to retire before they reach
age 70. Most people prefer to retire before age 70 because
of the availability of and incentives in various sources of
retirement income, as well as the desirs for leisure. The ma-
jor effect of prohibiting rnandatory retirement at any age
would ©e to allow greater freedom of choice for those in-
divisuals who want to continue working after age 70.
Because those individuals are few in number, the impact is
likely to be minimal.

Recommendations for Improving the Employment
Conditions of Older Workers

The following recommendationc to the President, Congress
anA uther decision-makers concerned about the employment
prospects of older workers were adopted by the National
Commission for Employment Policy at its April and June
1984 meetings. These recommendations are based upon the
findings and conclusions contained in this report.
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Economic Policy and Older Workers

The National Commission for Employment Policy said in
its statement, An Employment Policy for America’s Future,
that ““The success of economic policy should be judged first
of all by its ability to provide jobs for Americar workers.”’
Economic policies often are set in place without full con-
sideration being given to their employment impact.

For example, while a dynamic economy implies that some
firms close and some unemployment occurs, research has
shown that persons in their late fifties and early sixties who
lose their jobs are much more likely to retire than if they
had the opportunity to continue to work for the same
employer. This is especially true in times of high unemploy-
ment. Since retirees rarely reenter the labor force, this is a
permanent loss of workers to the economy.

Therefore, the Commission recommends thc® the Federal
Government should establish a new priority for employment
in the development of its overall economic policies. In the
tradeoffs that inevitably must be made in developing na-
tional economic policy, Federal policymakers should
recognize the often hidden but substantial long-term costs
to the economy and to older individuals that result from in-
duced retirement caused by high unemplo;,ment.

Employment Policy and Older Workers

A central issue in the discussion of older workers’ labor
market problems is v/hether these problems are caused or
exacerbated by age discriminaiion. While the exact extent
of age discrimination is difficult to measure and while many
of the labor market problems of individuals over age 45 are
grounded in causes other than age discrimination, that age
discrimination exists in individual cases is undcniable. Our
findings indicate that it is necessary to continue to address
age discrimination through legal remedies.

o The Commission recommends conti' ued and vigorous
enforcement of the Age Discrimin.tion in Employ-
ment Act by the Equal Employment Opportunity
Commission. The Commission believes that such en-
forcement in combination with private law suits is
critical in eliminating age discrimination.

® The Commission recommends that job training pro-
grams, such as those funded under the Job Training
Partnership Act, should seek to provide special
assistance to older job losers with an emphasis on
systematic assessment of their strengths in terris of job
experience and long-developed skills, so that training
can be provided to minimize loss of wages in new
employment. Such assessment should be especially em-
phasized in programs designed to serve the needs of
dislocated workers under Title III of the Act.

¢ The Commission recommends that realistic adjustment
counseling should be provided to older individuals
whose jobs have been eliminated, especially in poor

labor markets, and who as a result may have to change
occupations and even accept somewhat lower wages
in arder to continue working. Such assistance, especial-
ly .~nen provided while the worker is receiving
Unemployment Insurance, could help reduce spells of
unemployment, ensure that retraining is undertaken
faster, and improve the employment prospects of older
job losers.

Workers over age 45, in general, have fewer labor market
problems than younger workers. However, there are groups
within this older population which have special or more per-
vasive labor market problems than the general population.
Although the problems of these groups—older job losers,
minority individuals, women and the health impaired—are
most often not solely attributable to age, they require the
special attention of public decisionmakers, employers and
program operators.

The Commission recognizes that older workers who lose
their jobs often face special difficulties. Compared to their
younger counterparts, older job losers are likely to suffer
longer spells of unemployment and greater losses in earn-
ings when they do find new jobs. This is caused, in part,
by the fact that clder workers have senicrity and specialized
skills not always useful in new employment situations.

Older blacks, Hispanics and women are much more like-
ly to have labor market problems than whites and men of
similas ages. These problems are most often caused by
lifetimes of employment barriers such as discrimination
based upon race, sex or national origin rather than by age
itself.

e The Commission 1ecommends that older minority
group members, le.g., blacks and Hispanics), and
women should receive employment and training serv-
ices that address their individual needs (such as lack
of training, language difficulties, low levels of educa-
tion, work-restricting health problems or discrimina-
tion). Program operators should have the resources to
address these needs.

e The Commission recommends that in the interest of
equity, service providers should insure that women and
minorities are prcvided employment and training serv-
ices in approximate proportion to their incidence in
the population with employment problems.

Poor health influer.ces earnings and the age of retirement.
It explains why many individuals retire and why they should
not be expected to continue working. However, for finan-
cial or o her reasons, some older workers may wish to con-
tinue working, if only in less strenuous jobs. They could do
so in many cases if they had special assistance.

e The Commission recommends that resources for
public programs that provide rehabilitation assistance,
retraining and job search assistance for those with
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disabilities be increased in order to better meet the
needs of older workers with health problems who wish
to co.atinue working.

® The Commission recommends that private and public
employers should develop alternative work ar-
rangements for older workers who have suffered healith
impairments and who wish to continue working.

There are many examples of employer programs and age
neutral personnel practices that other companies can adopt
to combat age discrimination and to increase employment
opportunities for older workers, especially those individvals
approaching conventional retircment age. Employer actions
thot simultaneously meet company-specific business needs
and the training and employment needs of older workers
are critical to the improvement of older workers’ employ-
ment opportunities.

® The Commission recommends that private firms and
public employers should make special efforts in the
areas of training and retraining for their workers over
age 45 in order to eliminate practices that inadvertently
limit the employment and earnings prospects of older
workers.

® The Commission recommends that private firms
should actively explore the adoption of speciai part-
time work arrangernents adapted to the needs of
retirement-age workers in order to make productive
use of the skills and experience of workers who may
no longer wish to work full time.

* The Commission recommends that Federal agencies
such as the U.S. Department of Labor, the U.S. Ad-
ministration on Aging, as well as State and local
governments should promote the adoption of innova-
tive employer-sponsored programs and practices for
older workers through the dissemination of informa-
tion on successful efforts in this area. The Commis-
sion has published “Older Worker Employment
Comes of Age: Practice and Potential which nighlights
practical information for employers, State and local
governments, and community organizations.

Although employer actions are critical to the improvement
of the employment situation of older workers, many older
workers have a need for training and other services that can-
not be adequately addressed by e.np.oyers alone. Thus,
government has 2n important training and employment role
to play. As a general rule, older workers can bec successful-
ly served by existing public job and training programs as
long as proper attention is paid to older individuals’ needs.
The Commission found that Comprehensive Employment
and Training Act programs were generally successful in
training anu placing older workers in private sector employ-
ment. Although older, eligible persons were less likely to
participate in CETA than younger adults, a substantial part
vi the ditterence is accounted for by factors other than age,

such as the fact that many older eligible individuals were
retired and had no interest in taking further training for
employment. The experience of older workers who are
served under the Job Training Partnership Act can also be
success. ul.

® The Commission recommends that funding levels for
the Job Training Partnership Act should be increased,
because less than 10 percent of all eligible low-income
individuals ar.d dislocated workers, including those in-
dividuals age 45 and over, can be served with the cur
rent funds available.

® The Commission recommends that older workers who
are eligible and desire training should be given
equitable access to JTPA regular (Title Il) training pro-
grams and those established for displaced workers
under Title III of the Act. In recruiting and training
oldvr workers, training program operators should
make special provision for factors such as health prob-
lems that impede older workers’ participation in tra_ :-
ing programs.

¢ The Commission recommends that the 3 percent set-
aside reserved for those individuals over age 55 under
the Job Training Partnership Act should be used to
assist regular training programs in meeting the special
needs of older participants and to develop model ap-
proaches to the training of older individuals.

® The Commission recommends that the U.S. De%art-
ment of Labor should assess model programs for older
workers developed unaer the 3 percent set-aside and
actively promote successful programs and practices
through the provision of information and practical
assistance to State and local agencies. As a first step
in this effort the Commission has published A Practi-
tioner’s Guide for Training Older Workers to help
practioners design, implement, and educate training
programs for older workers.

The Senior Community Service Employment Program is
a generally useful vehicle that provides part-time jobs for
disadvantaged older Americans. It is particularly beneficial
for those individuals residing in poor labor markets and for
individuals who expect to retire shortly from the labor force
and do not want to invest in training for jobs of long
duration.

® The Commission recommends that the Senior Com-
munity Service Employment Program be continued in
order thct older low-income individuals may provide
useful service to their communities and receive the
benefits associated with paid and productive work.

Many older persons who wish to work part time or to
change occupations because of health or other limitations
have experience, skills ..ad talents that go unused because
they have difficulty finding appropriate work. Specialized

5
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placement services for olde: workers have proven to be suc-
cessful in a number of areas.

e The Commission recommends that specialized job
placement services to meet the unique needs of older
workers should be developed and supported as a part
of the regular operations of publicly supported
employment and training agencies, including those
Jfunded under the Job Training Partnership Act, the
Senior Community Sc.vice Emp:oyment Program, the
Wagner-Peyser Act (Jo! Service), as well as other State
and local agencies.

Retirement Policy and Older Workers

The Commission finds that current retirement policy is
essentially sound in terms of how it effects the balance pe-
tween the number of people working and the number of peo-
ple retired over the next 30 years. Current retirement policy
has done much to relieve unemployment and poverty among
older Americans. The economy appe.rs capable of support-
ing the basic retirement programs for the next 25 years and
perhaps beyond that. Because the economy is expected to
have an increasing need for skilled workers by the year 2000,
the Commission believes that clder individuals should have
flexibility in the choice between work and retirement so that
the gradually increasing number of older persons may con-
tinue working after conventic.aal retirement age if they
choose to do so.

e The Commission recommends that Federal
policymakers should avoid major reductions in sup-
port for retirement programs that could lead to in-
creased unemployment and poverty and their
ussociated costs if older persons are forced to remain
in the labor force for lack of retirement income.

Nevertheless, many ol” r persons wish to continue work-
ing beyond conventior: I ratirement age and the Commis-
sion believs that neither the Federal Government nor the
private sector should penal.ze those who are willing and able
to do so.

e The Commission recommends that mandatory retire-
ment at any age should be made illegal and the Age
Discrimination in Emnploymert Act should be amended
to this effect.

e The Commission recommends that consideration
should be given to increasing as soon as possible the
delayed retireme:it credit from 3 percent to 8 percent
before the year 2007, the date currently provided in
the Social Security Amendments of 1983. The change
will elinunate the penalty for workers who wish to con-
tinue working beyond age 65, and in effect, make the
Social Security system ‘‘neutral’’ in the retirement deci-
sion of workers. The increase is nct without cost.
However, this cost must be weighed against the needs
of the economy for productive workers and concerns
that those who currently want to continue productive
employment should not be financially penalized for
doing so.

e The Commission recommends that the Federal
Government and the private sector should give serious
consideration to new options for combining the receipt
of partial public and private pension benefits with part-
time work; encouraging the accrual of pension benefits
after age 65; and preventing the actuarial reduction
of previously accrued lifetime pension benefits for
working past age 65.

Because it is extremely difficult to predict far into the
future with precision, it is possible that economic conditions
may cause unforeseen stress on the Social Security system
after the year 2000. There are several options available to
relieve pressure, including restricting or reducing benefits,
making adjustm. znts that will actually increase the average
age of retirement, and making adjustments in pension
policy, inciuding amendments to the Employee Retirement
Income Security Act (ERISA).

e The Commission recommends that—should additional
aajustments be necessary—Federal policymakers
should first consider changing the Employee Retire-
ment Income Security Act to remove any obstacles to
continued employment that are contained in private
pension plans before restricting or reducing Social
Security benefits. Such changes require careful plan-
ning and preparation, and they might include the
changes suggested in the recommendation preceding
this paragraph, which would have the effect of rais-
ing the average retirement age and broadening the op-
tions for those individuals who wish to continue
wo:king.
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II. The Context: Population and Labor

Force Trends

Improved health, longer life expectancies and the aging of
the post-Wo:ld War II “‘baby boom’’ generation will greatly
increase the number of older workers and retirees over the
next several decades. There is some public uneasiness that
this will create new problems for the economy and for older
workers themselves. Concern is expressed about the patterns
of employment, unemployment, and income of working
people as they get older and about the ability of the work-
ing population to surnort a growing number of retirees.

To place these concerns in perspective, it is important to
examnine the general population and labor force trends over
the last sevzial decades and those projected for the future.
Throughcut its history, the United States has experienced
rapid population growth as a result of high birth rates, waves
of immigration, and improved health. But the growth has
not been steady. The many peaks and valleys in American
population growth have not had a uniform effect on public
policy since different age groups placed different demands
on public services.

From Baby_Boom to Retirement Bulge: General
Population Trends

Early in the twentieth cen.ury, the U.S. experienced high
birth rates and an immense influx of immigrants. This was
followed in the thirties and early forties by a period of
relatively low birth rates and low immigration. Then, a
significant increase in births began in 1946, peaking in 1957
and lasting until the early sixties—creating the post-war baby
boom generation. The baby boom was followed by the
‘‘baby bust,” a sharp decline in births during the late six-
ties and seventies; this decline has been only partially offset
by increased immigration in recent years.'

Because of its relatively large size, the post-war baby
boom exercises considerable influence on the styles, attitudes
and policies of the United States. Not surprisingly, concerns
are voiced about the stress that this generation will place
on employment and retirement policies, which were original-
ly designed for a smaller older-population.

Over the next 25 years there will ve a rapidly increasing
number of individuals in their forties and fifties, the result
of the aging of the baby boom generation. (See figure 1.)
At present, about 44.5 million persons or about 19 percent
of the population are between ages 45 and 64. Beginning
in 1991, when individuals born in 1946 celebrate their 45th
birthdays, the number of workers between ages 45 and 64
will increase steadily.? By 2000, over 60 million individuals
(about 23 percent of the population) will be between ages
45 and 64. The proportion of the population age 45 through

64 will begin to decline shortly thereafter, as the baby bust
generation enters this age range.

Although there is a perception that the number of retirees
will increase dramatically in the near future, sizable increases
will not occur until after 2010, when the baby boom genera-
tion begins to turn age 65. The steady rise of the retirement-
age population over the next 25 years, both in actual
numbers and as a proportion of the population, is largely
the result of increased Lfe expectancy.

The number of individuals over age 65 begins to rise
significantly a‘ter 2010, with the full effect of the baby boom
being felt after 2030. From 2010 to 2030, the baby boom
generation becomes a ‘‘retirement-age bulge’’; over that
20-year period the share of the population that is age 65 or
older will grow from 13 percent to over 20 perceat.
Sometime after 2035, the growth of the retirement age
population will subside as the baby bust population reaches
retirement age. (See figure 2.)

The increase in the population over age 45 is due largely
to improved health care. Medical advances are increasing
the percentage of the population that reaches each birth-
day through approximately age 85. In 1940, life expectancy
at birth was 62.9 years; in 1980, a newborn child could be
expected to live 73.7 years.’ For individuals who reach their
65th birthday, the change in life expectancy is also large.

The life expectancies for men and women are significantly
different. (See figure 3.) While men who were age 65 in 1940
could expect to live to age 77, men who were age 65 in 1980
could expect to live almost to age 80. Life expectancy gains
for women are larger. In 1940, women age 65 could expect
to live to age 79; in 1980, women age 65 could expect to
celebrate their 83rd birthdays. The Social Security Ad-
ministration projects that by 2035, men who are at age 65
can expect 0 live until age 83 and women at age 65 until
age 87.

These population trends do not suggest the need for ma-
jor changes in retirement policy over the next 25 years,
although some refinements may be necessary because of the
situation created by the retirement of the baby boom gencra-
tion after 2010. This question is discussed in detail in chapter
V of the report.

The Changing Labor Force

An examination of the characteristics of the labor force pro-
vides key information for an analysis of employment issues,
especially those relating to older workers. The labor force
includes persons 16 years or older who are either working
for pay or who are seeking paid work. Full-time students
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Fijure 1. U.S. Population by Age Group, 1982, 2000, 2025
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Figure 2. Percentage of Total Population 65 +
1985-2050

Figure 4. Labor Force Participation Rates,
Men and Women by Age Groups, 1982
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Figure 3. Life Expectancy at Birth for Males
and Females, 1920-80
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(i.e., those not working or looking for even part-time work),
full-time homemakers, and retirees are not part of the labor
force. Thus, personal choice plays a large part in determin-
ing labor force status and, consequently, the size and coin-
position of the labor force.

The ratio of persons in the labor force to the total popula-
tion 16 years or older is called the ‘‘labor force participa-
tion rate.”’ This rate has been affected by a variety of social
and economic forces over the past 20 years, as a larger pro-
portion of the population has chosen to be full-time students
and retirees at the same time that fewer people, especially
women, have chosen to be full-time homemalers.

In general, participation in the work force increases as
people leave school. It begins to decline after age 45 as health
problems and the possibility of retirement income begin to
draw people out of the labor force. Participation rates
decline even more rapidly as people approach age 65. (See
figur: 4.)

Cf special interest here is the fact that the labor force par-
ticipation rates among persons age 65 and over have declined
dramatically since 1950. (See figure 5.) More people have
become financially able to retire, and retirement has become
an acceptable social practice. The labor force participation
of men between the ages of 55 and 64 has also declined
markedly since 1970. (See figure 6.) The decrease in the rates
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Figure 5. Labor Force Participation Rates for
Men and Women, Age 65 and Over,
1950-80
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for men between the ages of 45 and 54 has been very slight.
(See figure 7.) Because of this reduced participation and the
low birth rates of the 1930s and early 1940s compared to
the 1950s, the proportion of the labor force over 45 has been
declining since 1960. The number of older workers (45+)
in the labor force has held steady for the last 30 years and
is not expected tc begin rising until after 1990, while the baby
boom generaiion has been entering the labor force in record
numbers. (See figure 8.)

The reasons for the declining labor force participation of
older workers will be discussed more fully in chapter 4, but
it is important to note here that the increase is due primari-
ly to voluntary decisions by older persons. The increased
affluence of older Americans—often channeled through
public and private pension benefits—is perhaps the most im-
portant factor behind this trend. Dramatic declines in labor
force participation occur at age 62 and again at age 65

Figure 6. Labor Force Participation Rates for
Men and Women, Age 55-64, 1950-80
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because of eligibility for Social Security and pension
benefits.
[ 11 1]

The employment situation of workers can be examined
in terms of their earnings and unemployment experiences.
Using these measures we describe in the next chapter the ex-
tent and nature of employment problems of today’s older
worker. This discussion, along with careful analysis of cur-
rent employment, training and retirement policies, provides
the basis for the Commission’s recommendations on older
Americans. While there are limitations to using this infor-
mation to project long-term trends, our increased under-
standing of the causes of the labor market problems of
today‘s older workers can provide a sound basis for devel-
oping improved employment policies to alleviate current
labor market problems, as well as to prevent some problems
from arising in the next decade.

20




Figure 7. Labor Force Participation Rates for
Men and Women, Age 45-54, 1950-80
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Figure 8. Labor Force by Age, 1950-2000
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III. Labor Marke* Problems
From Age 45 to Retirement

People over 45 years old are far less likely to suffer labor
market problems than younger workers. Unemployment
rates are lower for workers over 45 than for younger per-
sons in the same groups; and older workers generally earn
significantly more than younger workers because the older
workers tend to have more work experience and seniority.

Nevertheless, several million older workers do suffer
severe labor market problems. Some older workers face age
discrimination in pay and employment. Others, including
many older women and members of minority groups, suf-
fer labor market problems because of the effects of a lifetime
of poor educarion, inadequate training, minimal work ex-
perience, and other types of discrimination. Health prob-
lems that impair the ability to continue working also become
more prevalent as people age. Moreover, although older
workers are less likely than younger workers to lose their
jobs, when they do become unemployed, they often spend
much longer finding new jobs, particularly if they have held
their old jobs for long periods.

Patterns and Trends

Workers’ experiences in the labor market are generally
measured in terms of unemployment rates, the length of time
they spend looking for work, and earnings. To understand
the experienc. of older persons 1n the labor force, it is im-
portant to examine the patterns and trends of these elements
with respect to age.

Unemployment

For all groups within society, the incidence of unemploy-
ment declines with age. (See figure 9.)

While persons over 45 have the lowest unemployment
rates, when they do lose their jobs they take longer to find
new ones—at least up to age 60, when retirement rather than
continued job search becomes a standard option. For ex-
ample, in 1982, 50 percent of those 35-44 years of age who
were unemployed spent more than 14 weeks looking for
work, while half of the unemployed aged 55 to 64 spent 16
or more weeks looking for work. Among those 65 or older,
50 percent were looking for work 10 weeks or more. (See
figure 10.)

The pattern of declining rates and rising duration of
unemployment applies to all groups, but it is most pro-
nounced among white males. For women, who are
somewhat more likely to drop out of the labor force when

Figure 9. Unemployment Rates by Sex and
Age, 1983 Annual Average
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they lose a job, the average length of unemployment rises
hardly at all between. age 45 and 64. For blacks and other
minority groups, the pattern is similar to white males but
always at a higher rate of unemployment—indicating that
labor market difficulties of minorities are life-time problems
that are alleviated, but not eliminated, by age and
experience.

Many older workers who might prefer to continue work-
ing may be forced to retire when they become discouraged
about finding further work. By definition, discouraged
workers are those who irdicate they are not looking for work
because they do not expect a continued job search to be suc-
cessful. Because these former workers are no longer officiai-
ly in the labor force, both the standard unemployment rates
and statistics on the duration of unemployment understate
the employment problems of retirement-age workers.

Adding discouraged workers to the number of persons
officially counted as unemployed increases the unemploy-
ment rate. When discouragec workers are included in the
statistics, the unemployment ra & for persons over 65 in-
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Figure 10 Duration of Unemployment, by Age
and Sex, 1982
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creases dramatically (on average, 3.2 percentage points for
men and 4.7 percentage points for women). This makes their
rates similar to those for younger workers.* (See figure 11.)

The reason why adding discouraged workers dramatical-
ly increases the unemployment rate of retirement-age per-
sons is that their number is large compared with the number
of people over 65 still in the labor force. In contrast, the

unemployment rate for others, including older workers ages
55 through 64, changes very little when discouraged workers
are included.

Still, the problems associated with discouraged workers
must be kept in perspective. Although some retirement-age
individuals would prefer work to retirement, but believe that
no jobs are available, the number of these individuals is ac-
tually quite small when compared to the number of in-
dividuals who are not in the labor force. To illustrate,
discouraged workers accounted for only 212,000 (0.07 per-
cent) of the 28.7 million individuals age 60 and older not
in the labor force in 1983. Therefore, even though the in-
clusion of discouraged older workers with the unemployed
may result in a higher unemployment rate for older workers,
this does not significantly increase the proportion of older
persons with labor market problems.

Esrnings and Income

A typical individual’s earnings (wages, salaries and inco.ne
from self-employment) 2re low when entering into the labor
market, rise steadily through the adult years, and peak at
around age 50, reflecting increased experience and produc-
tivity. For older individuals who continue to work full time,
earnings remain relatively stable until retirement. It is im-
portant to note however, that after age 50, earnings decline
slightly in real terms, i.e., after wages or salaries are adjusted
for inflation.

Per capita income (earnings, interest, dividends, social
security benefits and other pensions) and per capita earn-
ings increase together until age 45; however, after that age
they begin to both decline and diverge, particularly after age

Figure 11. Otficial Unemployment Rate and Unemployment Rate Including Discouraged Workers
by Sex, Selected Ages and Selected Years Annual Average

Men Women

Age Age
Year 2554 55-64 65+ 25-54 5564 65+

U u+D? U U+D U U+D Uu u+D U uU+D U uU+D

1968-81
Average 37 39 30 35 36 67 55 66 34 49 36 82
1968 17 13 1.9 23 28 66 34 45 22 42 27 86
1970 28 29 28 31 33 55 45 55 27 41 3.1 7.3
1975 57 59 43 49 54 90 75 91 51 69 5.0 94
1980 51 54 34 39 31 65 60 70 33 46 31 74

Source. Rc 1es

1 U 1s the inicial uncmployment rate calculated by dividing total unemployment by the civilian labor force
2 U+D counts discouraged workers as unemployed and calculates an unemployment rate by dividing the unemployed plus
discouraged workers by the civilian lobor force plus discouraged werkers
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55. (See figure 12.) Specifically, per capita earnings drop
more rapidly than per capita income. This sharper drop in
per capita earnings occurs because increasing numbers of
people retire—or reduce the number of hours they work.

Although income generally drops sharply after age SS, it
does not drop for persons who continue to work full time.
(See figure 13.) For those who retire, income from other
sources does not fully replace previous earnings. Thus, in-
come declines after age 55 because more individuals totally
or partially retire, not because older workers are paid less
than when they were younger. The relatively high earaings
of individuals who continue to work is explained by two fac-
tors. First, most older workers accumulate skills and firm-
specific experience, which lead to greater productivity.
Second, older workers are aided by institutional factors such
as increased pay for greater seniority. However, the pattern
is not uniform for all groups.

Increases in earnings are greater for men than for women
up to age 50. Women’s earnings generally start lower and
grow more slowly as they accumulate labor market ex-
perience. Thus, the earnings gap between men and women
widens with age. Also, among men the increases in earn-
ings are greater and come at an earlier age for those with
more formal education.

In comparison to the rest of the population, older in-
dividuals have generally experienced improved economic

Figure 12. Per Caplta Income and Earnings,

by Sex and Age, 1981
Income and earnings (in thousands)
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conditions over the last decades. Increased income from
several sources, particularly Social Security, has contributed
to this situation. The improved economic well-being of older
individuals is reflected in the fact that the proportion of in-
dividuals age 65 and older who are poor has dropped over
time. The dramatic decline of individuals age 65 and older
in poverty, both in absolute terms and in comparison .0
other age groups, is graphically displayed in Figure 14 below.
The poverty rate among individuals over age 65 fell below
that of younger persons for the first time in 1982.

Nonetheless, people over 65 are still as likely to be living
below the poverty line as younger persons, in part because
they either do not work or do not earn much ;n their jobs
In fact, the poor population over the age of 55 is dominated
by nonworkers, especially nonworking, unmarried women
over the age of 65. This group of women, numbering
3,356,000 in 1980, represented nearly half (46.9 percent) of
all units (including single persons) over 55 who were poor.*

These statistics do not imply that the solution to poverty
among individuals over age 65 is a return to paid employ-
ment: poor health and general disabilities prevent many from
working. Nevertheless, increasing employment opportunities
for individuals over age 65 who are able and who wish to
work could help alleviate poverty for some retirement-age
individuals,

Age Discriminaiion in Employment

Age discrimination in employment occurs when individuals
are dimissed from a job, refused employment, paid less, or
denied promotions, training or other benefits simply because
of their age. Such discrimination is a malfunction of the
labor market: the economy loses the long-established and
valuable skill contributions of a major segment of the
population. The Age Discrimination in Employment Act
(ADEA), as amended in 1978, is designed to alleviate this
problem; it prohibits age discrimination in employment for
individuals ages 40 to 70.

There is little doubt that age discrimination in employ-
ment and pay exists. Although much of the litigation under
ADEA is filed privately, by the end of 1981 the Equal
Employment Opportunity Commission (EEOC), which has
responsibility for enforcing this Act, had received more than
10,000 age discrimination complaints, a significant portion
of the overall EEOC caseload.® Age discrimination has been
the fastest growing category of complaints filed with the
EEOC. This growth and the large number of private age
discrimination suits attest to increasing concerns among
older workers that they are being discriminated against, par-
ticularly with respect to job dismissal.

It is difficult to evaluate enforcement of the law because
information about the charges filed is limited. Available in-
formation indicates that the types of age discrimination com-
plaints differ for men and wonien. Men complain about the
refusal to hire and discrimination in the provision of
benefits; women tend to complain about denials of promo-
tions, training and wage increases. Few complaints are filed
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Figure 13. Earmings of Year Round Full-Time Workers, by Age and Sex, 1981
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about lower pay to older workers for work that is similar
to that done by younger workers in the same company. This
may be due in part to the difficulty in obtaining data on
pay, which in turn makes it difficult to prove that this is
a form of age discrimination.

The difficulties in distinguishing between age discrimina-
tion and other causes of employment or labor market prob-
lems make examination of the ADEA’s effectiveness a
perplexing research and policy problem. The fact that most
older workers are better off in terms of employment and
earnings than their younger counterparts may hide age
discrimination. Further, cven when older workers have labor

market problems, the cause is not necessarily age discrimina-
tion. For workers over 45 who do have labor market prob-
lems, the problems stei. from three separate but not mutual-
ly exclusive sources:

¢ Those unrelated to age, such as living in an area of
high unemployment or racial discrimination;

¢ Those common among, but not unique to, older
workers, such as poor health or fewer vears of school-
ing or training; and

e Age discrimination.
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Figure 14 Percentage Below Poverty Level, All
Persons and Persons 65 +, 1959-1982
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In measuring the magnitude of age discrimination, it is
important to distinguish these factors from one another and
their effects on employment and earnings. For example, a
60-year-old may have lower pay then a younger worker, not
because of age discrimination, but because of fewer years
of schooling, which in turn may reflect a lack of educaticnal
opportunities when the person was young.

The Age Discrimination in Employment Act stipulates
that there is no area of personnel policy in which age alone
can be the legal basis for employers’ decisions.” The threat
of administrative enforcement of the provisions as well as
the possibility of privats suits appears to encourage
employers to examine company policies regarding com-
pliance. However, it is important to note that the Act prof-
fers three exceptions; it is not unlawful for an employer,
employment agency or labor organization to:

‘1. take any action otherwise prohibited where age is a
bona fide occupational qualification (BFOQ) reason-
ably necessary to the normal operation of the par-
ticular business, or where the differentiation is based
on reasonable factors other than age (RFOA);

2. observe the terms of a bona fid= seniority system or
any bona fide employee benefit plan such as retire-
ment, pension, or insurance plan which is not a subter-
fuge to evade the purposes of the act, except that no
such employee benefit plan shall excuse the failure to
hire any individual; or

3. discharge or otherwise discipline an individual for good
cause.””

The burden of proof that the bona fide occupational
qualification exception is ap plicable is left to the employer;
the implementing regulations provide strict rules for using
this defense.

‘“‘Respondents must show that axe-limit is reasonably
necessary to the essence of business, that all or substan-
tially 211 of the persons within the age groups would
be unable to perform the duties in question or that
some member of the group possess a disabling
characteristic which could not be detected through in-
dividual testing.’"’

In some cases, the ADEA regulations appear to contradict
the purpose and intent of the Act or conflict with other
legislation. For example, the regulations allow private
pension plans to make distinctions in pension accruals after
normal retirement age. In another example, a conflict sur-
faced between the spirit of Title VII of the Civil Rights Act
and the ADEA. Labor Department regulations allowed age
limits for admission into bona fide apprenticeship programs
and in July 1981, EEOC reaffirmed that interpretation.*®
The factor motivating this decision was that lifting the age
ban might limit apprenticeship opportunities for minority
youth. However, in February 1984, EEOC reversed direc-
tion on this issue and published notice of intent to rescind
the apprenticeship exception. This example illustrates the
dangers of isolating older worker policies from a broader
context that considers the needs of other groups in the labor
market.

Skill Obsolescence and Training Costs

It was noted earlier that the earnings of full-time workers
increase until they reach age 50 and then their wages level
off. This plateau in wages, some 15 years before workers
retire, could reflect age discrimination, or it could reflect
other factors, such as skills becoming obsolete as people age.

The effect of these other factors were examined in a
Commission-sponsored study of the effect of aging on earn-
ings."! First, to avoid confusing the issue of age with other
characteristics of workers such as race, sex, and employ-
ment in a declining firm or industry, the study examined
only earnings d:ferences between older and younger, white,
male, professional and managerial workers of a healthy firm
in a growing industry. Then, to determine the reasons for
differences in earnings growth, the researchers applied
statistical controls to exainine the relationship among earn-
ings, age, and factors such as education that affect workers’
productivity.

The study found that the older the employees were, the
more money they were likely to be making, even though the
older employees had less schooling, in general, or school-
ing in less monetarily rewarding fields of study. The most
important reason for the economic advantage of older
employees was their longer time with the employer: this
greater firm-specific training compensated for their relative
lack of formal schooling.
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Consic :rable evidcnce of obsolescence in skills appeared
after the greater job tenure of the older employees had been
taken into account. In particular, a comparison of workers
ages 50 and 65 revealed that if -eater job tenure and other
factors had not kept wages ric ..g with age, the earnings of
the engineers and scientists in the study would have declined
by 18 percent. The impiication is that if they were to lose
their current jobs, and thus the value of their firm-specific
training, they would be faced with significant pay cuts on
their next jobs.

Why don't olde: workers obtain the training needed to
update skills or acquire new skills so that they can increase
their earnings? Older workers have higher pay and produc-
tivity than younger workers, so the “‘opportunity cost’’ of
taking time out for training is higher for them. Lost earn-
ings or lost leisure time during the period of training are
the opportunity costs for workers. Foregone work time for
trainees and trainers are the opportunity costs for employers.
Unless employers determine that these training costs will
have similiar return on investment for older workers and
younger workers, they have less incentive to provide train-
ing to older workers and hence are less likely to offer train-
ing to older workers. Workers near retirement age are less
likely to participate in any skill training offered because they
b-lieve that they will have little time to reap a return on their
investment. For older workers who are not likely to retire
for many years, the denial of training opportunities could
be considered a form of age discrimination.

Ouder Workers with Lifetime Problems in the Job Market

More than 5.4 miliion individuals between the age ~f 45
and 70, or approximately 10 percent of this age group, .ad
labor market problems during 1980.!? In this context labor
market problems are c2fined as a combination of low in-
come and unemployment or underemployment. (See figure
15.) Appendix D describes how the estimates of labor market
problems were made.

Three principal groups within the older worker popula-
tion experience severe difficultiec in the ;ob market:
members of minority groups, women, and health-impaired
individuals. Figures 16a and 16b display the incidence of
employment problems for age groups bv minority status and
sex. Older blacks arz four times as I <ely—and Hispanics,
more than three time< as likely—e s ‘whites to have labor
market prcblems. As whites grow »lder, their likelihood of
having problems drops; the lik:lihood for blacks and
Hispanics is not affected by age. T 1us, while minority group
members are more likely than whites to have labor market
problems throughout their lives, age, in itself, is not a cause
of additional problems for them. Older women are slightly
more likely to experience labor market problems than older
men.

A look at unemployment and earnings separately reveals
a somewhat different picture of changes with age in labor
market status for the different race/ethnic groups.!® For in-
stance, although the unemployment rates for minorities
decline with age, as do the rates for whites, their rates re-

Figure 15. Number and Proportion of Persons
Having Labor M_aLket Problems
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main above those for whites at all ages. The earnings pat-
tern for minorities compared with that for whites is similar
to that for unemyloyment. The average earnings of
minorities generally improve with age, but remein lower than
the average earnings for whites through life.'

The difference in the labor market experience of men and
women is one of pay, rather than unemployment.
Unemployment rates of both sexes are similar in all age
groups, with both men and women experiencing a decline
in unemployment rates as they age.

The major problem of the 13 million women over age 45
in the labor force, as well as younger women, is that their
~arnings are well below those of men. Even women with
long-term commitments to the labor force have lower pay
than their male counterparts with equivalent years of school-
ing. The earnings of these women also grow more slowly
than their male counterparts as the women gain labor market
expetienc:, 50 that the earnings gap between older men and
women 15 greater than that between younger m¢ . and
women. '’

“Displaced homemakers’’ often face even greater prob-
lems in the labor market. These are women who have had
a lifetilne of working in the home with only limited ex-
perience in paid employment and who are suddenly forced
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Figure 16a. Employment Problems by Age
and Sex. Percent of Population
Economically Disadvantaged and
Unemployed, 1980
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Figure 16b. Employment Problems by Age and
Group: Percent of Population
Economicaily Disadvantaged and
Unemployed, 1980
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to enter the job market because of divorce or the death of
their husbands. Such abrupt changes in circumstances may
leave these women ill-prepared in terms of job search
knowledge and the marketable skills necessary to obtain
well-paying jobs.

In general, the labor market problems of women have less
to do with age discrimination than with a lifetime of low-
paying jobs, interrupted work experience and sex discrimina-
tion in the labor market. Women who are now middle-aged
and older are likely to have continued labor markst dif-
ficulties with respect to earnings. Th» earnings of women
who are young currently are closer to those of young men
than has been the situation historically; young women’s
earnings are also rising faster than in past years. The low
earnings position of women has implications not only for
their immediate well-being, but also for their well-being after
retirement, because pension and Social Security benefits are
tied to wage levels received during their worklife.

Health Problems

Healtk problems and disabilities are understandably more
prevalent among older workers than among their younger
counterparts.'* About one-fifth of men ages 55 to 64 who
are in the work force have disabilities that limit the amount
or kind of work they can do. In contrast, fewer than 15 per-
cent of the men between the ages of 45 and 54 in the labor
force have such disabilities 22d among those 18 to 34 years
of age, the figure declines to less than 10 perceant.

The pattern for women is similar. About 5 percent of
women ages 18 to 34 who are in the labor force consider
themselves disabled, compared with almost 15 percent of
women ages 45 to 54, and alme .t 13 percent of women ages
55 to 64. (The relatively low percentage for the oldest group
probably reflects the higb likelihood that older women with
health problems withdraw from the labor force.)

Poor hcalth adversely affects a worker’s position in the
job market individuals who reported poor health in 1969
had had low earnings throughout their lives and tended not
to have received the benefits from rising real wages
throughout the economy, according to Commission-
sponsored research.'’ In addition, the earnings of health-
mpaired individuals usually decline relative to those of
others as they get older. For older workers who had been
in good health in their earlier years, the onset of health prob-
lems was found to lead to lower earnings and to induce ear-
ly retirement. Specificaliy, women (40 to 54 years of age)
and white men (55 to 59 years of age) with physical im-
pairments had lower earnings and labor force participation
than their healthier counterparts. There was, however, no
evidence that health had an effect on the hourly compensa-
tion of black men. It is speculated that blacks, who are often
already in low-paying jobs, may be more likely to drop out
of the labor force entirely with the onset of major health
problems, thus masking a loss of earnings.'®

Poor health is an important inducement to early retire-
ment. Poor health also explains why many older persons

19

28




should not be expected to continue working. Still, some of
these individuals, particularly those with occupational
disabilities or secondary work limitations, may want to con-
tinue working for financial or other reasons, if only in less
strenuous jobs. Many could do so with appropriate
rehabilitation assistance, job retraining, job search assistance
or alternative work arrangements.

Older Wo:'k;rs . ~d Job Loss

Although older workers are less likely to lose their jobs than
younger workers, the loss of a job, especially a long-held
job, can often have devastating consequences for the older
worker. The unexpected loss of a job may be the difference
between severe economic hardship and financial stability in
retirement based on the accumulation of pension and Social
Security credits as well as savings. This is especially true of
the so-called dislocated worker, whose place of employment
or occupation is permanently eliminated. This section looks
at the problem of dislocation, the characteristics of job
losers, the length of unemployment, and the effect of job
loss on earnings and on retirement.

Dislocation

The problems of dislocated workers have been accentuated
in recent years because of jcb loss due to foreign competi-
tion, the turmoil in basic industries such as automobiles and
steel, and a severe recession that led to massive layoffs in
many industries. In many cases, plants have closed or per-
manent reductions in force have occurred. Because analysis
of national data on displaced workers was not available
when this report was written, the experience of job losers
in general has been reviewed in an attempt to estimate how
many of these invividuals may be dislocated workers.

Job losers are individuals who have lost their jobs and
are looking for other work. Although the proportion of job
losers to the total unemploycd population tends to rise in
a recession and fall with economic recovery, job losers are
usually the largest group among the unemployed. Although
many job losers may find similar jobs, displaced workers—
job losers who cannot return to their previous occupations
or industries—face seriou: problems.

About two-thirds of the unemployed in January 1983, or
almost 8 million individuals, were counted as job losers. Us-
ing the criterion of job loss in a declining industry or job
loss in a declining occupation to estimate the number of in-
dividuals permanently displaced, a little more than 2 million
individuals, one-fourth of the job losers, were dislocated in
1983 as shown in figure 17." Use of alternative criteria fur-
ther reduce this number.

Although it is possible to dispute the specific criteri:* used,
the figures provide some idea of the magnit'ade of the prob-
lem. Workers age 45 and older comprise 20.5 perceat of the
individuals who lost their jobs in declining industries or oc-
cupations even though they are more likely than younger

Figure 17. Estimates of Dislozated Workers
Among the Unemployed, January 1983

Number age [Percent
Number |Percent of | 45 and over jage 45
Category  (inthousands)|Labor Force|(in thousands)|and over
Labor
force 109,798 1000 30,963 282
All
unemployed 12,517 114 2,149 17.2
Job losers 7,928 73 1,886 175
Lost job from.
Declining
industry or
occupation 2,040 19 418 205
Declining
industry or
occupation
and had 10 years
tenure and
26 weeks
unempioyed 755 07 381 50.5

Source' Congressional Budget Office

workers to be employed in these indusiries and occupations.
This proportion of older workers vho are dislocated,
roughly the same proportion that ~ld<r workers are of all
job losers, is well below the proportion of older workers in
the labor force (31 percent). Older workers, then, are less
likely to lose their jobs than younger workers; they are also
less likely to suffer permanent dislocation from jobs than
their younger counterparts. Greater seniority probably af-
fords older workers this protection against job dislocation.

Some research indicates that regional decline is a more
important factor than industry or occupation alone in caus-
ing severe problems for dislocated workers in finding new
work at wages comparable to those of their previous job.?®
In other words, if the local economy is relatively strong and
wnemployment rates are generally low, dislocated workers
are likely to find new work with other employers at com-
parable wages. This is especially true if the worker’s industry
is basically healthy locally and it is only the worker’s
emplover that is having difficulty. If, conversely, the local
economy and the worker’s industry are in severe trouble,
a dislocated worker is more likely to have serious problems
than other unemployed workers.

The Characieristics of Older Job Losers

Although older job loscrs ran be fourad at every educational
level, they have less schooling on aveiage than older workers
in general. College graduates are particularly under-
represented and blue collar workers are harder hit by job
loss than workers in other occupations. For example, only
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one-half of all older male workers were craftsworkers,
operatives and laborers from 1966 through 1978, but these
occupations accountec for more than 70 percent of the job
losers.”!

Differences between the personal characteristics of job
losers ages 22 through 44 and those of job losers between
age 45 and older are similar to the differences between
younger and older workers in general.?’ Older male job
Ic sers huve less education, are more likely to be white and
have health problems, have greater tenure on their jobs,
higher previous wages and slightly higher annual earnings
than younger job losers. Older female job losers also have
less education than younger female job losers, but they are
as likely to be white and have health problems. Older female
job losers had longer tenurs on their jobs, but they had lower
wages and were more likely to have clerical and sales jobs
and less likely to have professional or technical occupations
than younger female job losers.

Job Loss and Longth of Unemployment

When older workers lose their jobs, they are likely to re-
main unemployed longer than younger job losers. Fifty per-
cent of older male job losers take at least 20 weeks to find
a new job compared with 13 weeks or more for 50 percent
of younger male job losers. according to a Commission-
sponsored study of employment service registrants.?* Half
of older female job losers take at least 21 weeks to find new
work compared with 16 weeks for half of younger female
job losers.

It is likely that the effect of age on the potential length
of unemployment may be greater than these figures would
indicate because older job losers are more likely to drop out
of the labor force than their younger counterparts. Taking
the relationship of age and the probability of dropping out
of the labor fr-ce into account, older job losers face poten-
tially longer periods of unemployment than younger job
losers.?*

Since characteristics such as education and previous work
experience may be related to the employment consequences
of losing on¢’s job, it is important to take these factors in-
to account before reaching conclusions about the effects of
age and age discrimination on the employment problems of
older workers.

For older male job losers, age and other factors, including
education, race, and health affect the length of time men
are unemployed. Black men, men with health problems, and
those with less formal education are likely to renain
unemployed longer than otherwise similar male job losers.”
The fact that older men have, on average, lower educacuon
and poorer h.alth than younger men increases the average
duration of job search of older job losers.

For women, however, being older, affects the length of
unemployment even after other factors are taken into ac-
count.’® This could be an indication of age discrimination
in hiring against older women.

Previous earnings can affect the length of time people look
for new jobs because thcy may try to find jobs that pay as

well or better than tueir previous jobs. To the extent that
employers are unwilling to meet the salary demands of job
losers, these persons will remain unemployed until they lower
their earnings expectations. Thus, the previous earnings of
older workers can become a barrier to finding employment
if their earnings expectations are unrealistic. This suggests
that assistance for older job losers focusing on gaining
realistic expectations of the labor market might encourage
more displaced workers to take advantage of training op-
portunities. Realistic expectations may also reduce the
amount of time older job losers spend seeking jobs that pay
them what they earned on their previous jobs but are
unavailable in local labor markets.

Job Loss and Esrnings

Although older job losers take longer than younger people
to find their next jobs, many olde: job losers do not ex-
perience large reductions in pay on their new jobs. They may
have had low pay previously or they may possess skills that
are readily transferable to new jobs. Earnings reductions are
greatest among older workers who are looking for work dur-
ing poor labor market conditions, who have substantial non-
transfeirable skills and knowledge associated with seniori-
ty, or are age 65 and older.

Wage losses appear to he largest in unfavorable labor
market conditions. In a Commission-sponsored study of
men age 45 and older who lost their jobs between 1966 and
1678, the average loss in earnings on subsequent jobs was
3.5 percent.’’ Older workers who lost their jobs between
1966 and 1969, a period of relatively low unemployment,
generally did not experience a wage loss. However, older
workers who lost their jobs in a period of higher unemploy-
ment, between 1969 and 1978, experienced an average wage
loss of 6 percent on their next jobs, and these individuals
had also averaged two years more seniority than the job
losers during the low unemployment period. Thus, in times
of lov; unemployment, a high demand for workers appears
to compensate for the loss of seniority. Conversely, job loss
in periods of high unemployment results in greater earnings
Joss because affected workers have greater seniority and cor-
respondingly higher wage losses.

Ninety percent of older job losers’ wage losses were due
to the nontransferability of the workers’ firm-specific skills
and knowledge associated with seniority. Firm-specific skills
vefer to the knowledge and skills presumed useful only to
a specific employer. In other words, most employers are will-
ing to pay more to workers who ‘‘know the ropes.”

Because older workers have more seniority than younger
workers, and thus more firm-specific skills, their loss in
average hourly earnings from one job to the next is cor-
respondingly greater. For example, workers in the study just
cited who were age 60 when they lost their jobs averaged
more than 11 years of job tenure; these workers experienced
an average wage loss of 6 percent. Workers who were ages
45 through 49 averaged 6 years of job tenure when they lost
their jobs; they had on average a 3 percent loss in wages.
Because most older workers who were forced to change jobs
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lost more seniority in the job change, the drop in average
hourly earnings on a new job is greater than the drop for
younger workers in similiar situations.

For persons over 65, the study found greater earnings
losses than could be be explained by loss of firm-specific
experience alone. Some of the loss in earnings for this group
can be attributed to changes in the occupations and hours
of work of the job losers. For instance, workers over 65 who
returned to work were more likely to change occupations
and to work part time than were workers between the ages
of 45 and 49 in the sample.

Job Loss and Retirement

Older joblosers are much more likely to retire than are older
workers of the same age who have not lost their jobs. For
example, when the national unemployment rate was 6 per-
cent, almost 30 percent of male job losers age 60 retired;
by contrast, less than 10 percent of all males age 60 who
were still employed retired at that time, accoidic~ to
Commission-sponsored research.?

High unemployment rates disproportionately increase the
number of older job losers who retire early. For example,
although an estimated 18 percent of all 60-year-old job losers
retire when the economy is at 4 percent unemployment,
almost one-half (44 percent) of 60-year-old job losers retire

when the economy is at 8 percent unemployment. Moreover,
once retired, these workers tend to stay retired.

Although this retirement may be considered voluntary in
the sense that workers prefer retirement to searching for or
accepting jobs, the retirement is induced by economic con-
ditions. The workers would not have retired if they had not
lost their jobs or if conditions had proved more propitious
for finding new ones. As a result, job loss and high
unemployment have significant long-term costs for the
economy in terms of both the loss of potentially productive
workers and the increased Social Security, private pension
and other payments.

L2t 2 ]

In summary, the position of older workers in the labor
force generally is better than that of younger workers.
However, significant labor market problems exist for many
older workers. Age discrimination is one cause of these prob-
lems, but the problems are often caused by older workers’
experiences and personal characteristics. Some have prob-
lems based on a lifetime of disadvantages; others experience
problems because of unanticipated changes in their work
or personal circumstances; and, for many, job loss results
in longer unemployment and reduced pay. Both the private
and public sectors have taken Steps to overcome these dif-
ficulties as the following chapter shows.

31




IV. Private and Pubiic Responses to the
Employment Problems of Older Werkers

Although older workers have fewer labor market problems
in general than younger workers, several million individuals
over age 45 do have problems that need redress. They in-
clude: age discrimination, limited training opportunities to
update skills, inflexible working arrangements, and a lack
of good part-time work opportunities. Retirement-age in-
dividuals desiring employment may have similar problems
or face other barriers to employment such as negative
stereotyping that limits employment and advancement or
physical disabilities that interfere with regular work routines.
Some private sector employers have tried to accommodate
the employment needs of older workers, especially
retirement-age workers. There are also some Government
programs designed to overcome the employment problems
of older workers.

Employver Programs and Practices

A number of companies have developed programs, work
schedules and personnel practices to meet the needs of
retirement-age individuals who wish to continue working.
Such efforts may expand as the labor force grows older. An
aging labor force and changing employment patterns may
influence employers to review personne] policies as well as
compensation and reward programs to accommodate these
changes. The discussion of employer programs and prac-
tices that follows examines the types and availability of pro-
grams and practices and the impact of Government policies.

Part-Time Employment

About 14 million workers were voluntarily working part-
time in December 1983; nearly 4 million were age 45 and
older #* Another 1 million individuals age 45 and older would
have liked full-time jobs but worked part time.

Health problems often limit the amount and type of work
that individuals can perform. The Social Security earnings
test, which is discussed in the following chapter, limits the
amount of earnings that are allowable before Social Security
benefits are reduced. Thus, individuals who want to con-
tinue working and who do not want to have their Social
Security benefits reduced must limit their hours of work,
usually through part-time employment.

Retirement-age persons often express the desire for part-
time work, but the normal pattern is to move from full-time
work to complete retirement. According to one recent
survey, almost 80 percent of workers over the age of 55
preferred the prospect of part-time employment to complete

retirement.’® Although moie than half of the people over
65 who work do so part-time, the vast majority of persons
ove: 65 do not work at all. In December 1983, 88 percent
of the persons age 65 and over did not work, 6.3 percent
worked part time, and 5.7 percent worked full time.’!

The discrepancy between the expressed desire for part-
time employment and the actual experience of retirement-
age workers was examined in a Commission-sponsored
study.’? The study concluded that part-time jobs are
available for older workers, but such jobs are often low pay-
ing or otherwise unattractive to people eligible for
retirement-based pensions. Although changing Federal
policy could influence the part-time market for older
workers by providing financial incentives to employers to
hire older versons for part-time jobs, such a change may
not be beneficial. The number of older workers holding part-
time jobs is influenced by low pay. Currently, most older
workers respond by choosing complete retirement over part-
time work.

The low pay, can be explained in part by the relatively
high hourly costs to the employer of part-time workers. Ths
costs of hiring, training, supervising, and providing certain
benefits tend to be fixed whether the employee works part
time or full time, and thus the hourly cost goes up as the
number of hours worked drops. Also, for some jobs, pro-
ductivity is less for part-time than for full-time work.
Employers offset these costs by paying part-time workers
less than full-time workers.

Current Federal policies seem to have little effect on these
costs or on other factors affecting the provision of part-time
employment opportunities for older workers. Most Federal-
ly mandated expenditures vary with workers’ pay, and thus
amount to approximately the same proportion of total
employment costs for part-time and full-time workers—
about 8 percent of total employment costs. For example,
the share of total employment costs in 1981 was 6.1 percent
for Social Security taxes, 0.9 percent for unemployment in-
surance, and 0.8 percent for worker’s compensation.’!

Older persons expressing a desire for part-time jobs may
really wish to work reduced hours at their current job or
one similar to it. Few employers appear to have such flexi-
ble personnel practices, and it is not obvious that the Federal
Government should or could intervene in this area.

Types and Availability of Programs

Some employers have developed program options, work
schedules. and formal and informal personnel practices
tailored for older workers who want to continue working
at less than cull-time jobs. These innovative employment
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programs and practices can be usecd by other companies to
increase employment opportunities for retirement-age
workers. Program options include: job sharing, phased
retirement, labor pools of retired personnel for part-time
work, and active job recruitment of older workers to fill
open positions. More informal practices include: job
redesign, job transfers, and job retraining. Many of the jobs
offered under such programs are attractive to older workers
because they pay more than typical part-time jobs, and they
allow continued employment in the same firm, rather than
requiring workers to find new jobs.

Employment options are offered when they are seei. to
be profitable.’* Companies that design and use such pro-
grams and practices often are making a conscious effort to
project a positive image to older individuals. They also use
such programs to meet productivity and labor demands.
Companies report several reasons for initiating programs
and practices targeted to older workers. Some company of-
ferers believe that older workers help attract older consumers
to buy their products; others want to stabilize their younger
work force with older-worker role models. A number of
companies want to gain experience in working with a
generally older work ferce in anticipation of an aging labor
force. Some want to hire older workers who would accept
lower wages for part-time work. Other companies report
that they are responding to governinent policies such as those
contained in the Age Discrimination in Employment Act.
Many companies believe that it is less expensive to retain
and retrain, as necessary, current older workers rather than
secruit and hire younger, new personnel. However, these
programs and practices are vulnerable to the economic
climate. Economically hard-hit companies may sometiines
discontinue such programs or offer fewer attractive options
to older workers.

Most of the employer programs and practices focus on
part-time employment for older workers. Figure 18 displays
the distribution of types of employer programs included in
the University of Michigan National Older Workers Infor-
mation System (NOWIS), a computerized data bank con-
taining descriptions of employer programs and practices for
older workers.** Many of these options are provided infor-
mally rather than as part of a formal, written and structured
company program. However, few older workers take ad-
vantage of these options; some because they have adequate
retirement income and others because of insufficient infor-
mation about these programs.

Many of the employer programs and practices that exist
affect only a portion of a company’s work force. Figure 19
below presents the occupational distribution of employer-
sponsored older worker programs. Over 70 percent of these
programs are directed to workers in white collar occupa-
tions, who comprise approximately 58 percent of the total
work force ages 45 through 64. Clerical and other than pro-
fessional and managerial white col'ar workers represent
about 30 percent of the work force but over 40 percent of
the target group for such programs. Blue collar workers,
on the other hand, are underrepresented with only 28 per-
cent of employer programs directed to their needs in con-
trast to about 42 percent representation among thv older
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work force. Thus, employer approaches, however varied,
appear to address only particular segments and certain needs
of the older worker population.

Employer programs are only offered when they benefit
the employer as well as the worker. For oider workers, they
represent the chance to continue working. For employers,
these programs are often perceived as a type of employee
benefit, like health insurance, that contributes to high morale

Figure 18. Program Types in the National
Older Workers Information System
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Figure 19. Occupational Distribution of
Persons in Employer-Sponsored
Clder Worker Programs
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and improved job performance. Some of the program op-
tions and informal practices (labor pools, phased retirement
and job sharing) may also be used to encourage older
employees to retire, particularly in declining industries.
One advantage associated with designing employment op-
tions is that managers develop objective job and worker ap-
praisal systems. These systems can not only eliminate inap-
propriate age stereotyping, but can improve the general
utilization of a company’s entire work force. Employer pro-
gra=ws and practices may be considered fairly inexpensive
management tools that provide managers with the flexibili-
ty to manage the older work force and meet the needs of
retirement-age workers who want to continue working.

The Role of Government Policy

Government policies and legislation have affected the use
of private sector older worker programs in three ways, by:
stimulating the creation of such programs; influencing their
design; and restricting the use of these programs by older
workers and retirees. One-third of the company represent-
atives interviewed for a Commission-sponsored study stated
that their companies mov=d to offer employment options
for older workers because of the Age Discrimination in
Employment Act or because State policy eliminated man-
datory retirement.’¢

The design of employer nrograms is importantly influ-
enced by two Federal laws. The number of hour; retired in-
dividuals can work is affected by the Social Security earn-
ings test, which provides for a reduction of current benefits
by 50 cents on every dollar earned over $7,320 for persons
age 65 and over. The Employee Retirement Income Securi-
ty Act of 1974 ccutains a provision commonly referred to
as the *“1,006 hour rule,”’ which mandates pension credit
toward vesting for employees working 1,000 hours or more
during a 1-year period. In response to this provision,
management usually restricts annual part-time work hours
to fewer than 1,000.*” Another ERISA provisior: allows pen-
sion benefits to be suspended for retirees who are
reemployed for 40 or more hours in a calendar month.

Private sector approaches regarding older worker employ-
ment opportunities are important; they work if they benefit
both employers and employees. Unfortunately, there are too
few employer programs and practices to meet the needs of
all segments of older individuals seeking employment. Even
if the employer-sponsored programs were to expand substan-
tially, there remains an important training and employment
role for Government regarding older workers.

Public Job Training Programs

There are two major Federal job and training programs that
offer services to older workers: the Job Training Partner-
ship Act (which replaced the Comprehensive Employment
and Training Act) and the Senior Community Service
Employment Program (Title V of the Older Americans Act).

These programs are administered by State or local Govern-
ment entities and private non-profit organizations under the
oversight of the U.S. Department of Labor.

The Job Training Partnership Act and the Comprehensive
Employment and Trsining Act

Effective October 1, 1983, the Job Training Partnership Act
(JTPA) replaced the Comprehensive Employment and
Training Act (CETA). Like CETA, JTPA aims to prepare
and place eligible participants in unsubsidized employment.
However, JTPA differs from CETA in a number of ways.
The key differences that affect older workers are three:

e JTPA focuses on training for unsubsidized
employment;

® JTPA reserves 3 percent of the funds for training serv-
ices to be provided to low-income individuals age 55
and older; and

o JTPA establishes a separate title (III) for the provi-
sion of training services to displaced workers,
regardless of income. (Eligibility is related to actual
or 7 ticipated long-term unemployment).

Despite the fact that tunds were not set aside specificaily
for training older workers under CETA, that Act did pro-
vide training for low-income older workers in its regular pro-
grams. Anticipating JTPA requirements, the Comm -sion
sponsored research to examine the extent and effacti.eness
of Federal job training for older workers under CETA.**
In marketing and providing services to older workers under
the JTPA, an important consideration is what factors in-
fluence participation. Pertinent questions arising from
CETA experience include the following: Do age differences
in participation rates result from age discrimination (pro-
hibited in Federal programs by the Age Discrimination Act)
or from other factors such as health or unemployment ex-
perience? Do special population groups such as minority in-
dividuals and women have fair access to training services?
Are there special barriers such as physical handicaps tnat
can be eased by the actions of program operators to en-
courage participation? The research findings, which provide
valuable insight about older workers’ experiences in job
training programs, are discussed below.

Eligibility and Participation

kstimates of CETA eligibility and participation rates,
together with the effects of various factors on older workers’
participation in CETA programs, are useful to know, even
though JTPA eligibility rules differ from CETA, requiring
only that participants be economically disadvantaged. CETA
eligibility rules were more restrictive, requiring participants
to be economically disadvantaged and either unemployed,
underemployed or in school. However, CETA eligibility
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estimates can be useful indicators for JTPA because if low-
income older persons are not employed or underemployed,
they are unlikely to apply for JTPA training.

A large number of older people were eligible for CETA
program participation.’* Approximately 7 million persons
age 45 and older (11 pe: cent of this age group) were eligible
for training in 1980. Only a small fraction of these eligible
persons actually participated in CETA; about 62,000 per-
sons age 45 and older received training under CETA in 1980,
or about 1 percent of the persons in this age group eligible
to participate in the program. Of this grour, 23,000 were
age 55 and older.

CETA eligibility and participation rates are presented in
figure 20. As shown, the percentage of eligible persons par-
ticipating in CETA declined with age. The small number
of participants must be viewed in the context of limited funds
and the number of individuals eligible as well as other fac-
tors that affect participation.

Age differsnces in public job training program participa-
tion rates are dramatic. These differences can be partially
explained by the fact that older persons are likely to have
several characteristics associated with lower participation in
such programs.*® However, for each year of age after age
45, participation declined after other influences were ac-
counted for. The decline of CETA program participation
with advancing ag® irrors the decline in older workers’
labor force participation and the availability of other income
sources. Because people of retirement age usually do not
expect to continue working for many more years, the per-
sonal investment of time, money, and commitment to train-
ing may be too great for them to participate in a public job
training program. Therefore, some of the reduced participa-
tion associated with age is undoubtedly voluntary. For ex-
ample, although a large number of individuals age 71 and
older (1.7 million) were technically eligible for CETA par-
ticipation in 1980, it is reasonable to assume that they had

little interest in training. Although part of the reduced ex-
pectations regarding labor force participation may be due
to perceived age discrimination in the labor market, low pro-
gram participation is not, for the most part, due to
systematic discrimination by program operators as had been
previously suggested.

Labor force participation, family income, education and
health status are other key factors affecting the participa-
tion of older peoplein job training programs. The stronger
the labor market attachment of eligible individuals, the more
likely they were to participate in CETA training. For ex-
ample, eligible persons who worked more weeks or ex-
perienced more severe unemployment were more likely to
participate in CETA training. Higher family income or ac-
cess to alternative sources of family income appear to have
discouraged CETA participation. Family income includes
the earnings of individual family members as well as un-
earned income such as Social Security benefits, public
assistance payments, interest payments and Supplemental
Security Income (SSI). Poor health also is associated with
low participation in CETA training. In addition, eligible
single persons, widows, and persors with above-average
years of education were more likely to participate in CETA
than married persons or those with below-average educa-
tional attainment.

Minority participation in CETA title IIB is displayed in
figure 21. (CETA title IIB data are used because, like JTPA,
CETA title IIB focused principally on job training.) As
shown, eligible older blacks were somewhat less likely than
older whites to participate in CETA training; eligible older
Hispanics participated in about the same proportion as
whites. However, after controlling statistically for factors
affecting participation, Hispanics were somewhat less like-
ly to participate than their numbers in the eligible popula-
tion would indicate, and the difference between older blacks
and older whites is greatly reduced. The difference in

Figure 20. Eligibility and Participation by Age for CETA Title IIB in 1980

Engibles as a Participants as a
Percentage of Population Percentage of Eligibles Number Eligible in Number of Participants
Age in Age Group in Age Group Age Group in Age Groups
14-21 176 68 5,707,000 387,500
22-44 141 41 10,777,000 444,30¢
45- 54 97 18 2,177,006 38,700
55- 61 10.8 10 1,717,000 16,200
62-64 89 05 523,000 2,700
65-70 36 03 984,000 2,700
71+ 12.0 01 1,727,000 1,300
total 14 + 133 38 23,612,000 893,400
total 45+ 103 09 7,128,000 61,600
total 55 + 107 05 4,951,000 22,900

Source: Rupp et al
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Figure 21. CETA Title 11-B Participants by
Minority Status Age and Sex

White Black
Participants/ Participants/
Participants Eligibles Partizipants Eligibles
Age Number Percent Number Percent
14-21 182,719 617 149,320 825
22-44 228,523 352 141,093 531
45 + 39932 09 12,486 066
Tota! 451,175 326 302,897 4.77
Hispanics Other
Participants/] Participants/
Participants Eligibles Participants Eligibles
Age Number Percent Number Percent
14-21 42,666 6 02 12,746 565
22-44 48,305 3.98 26,387 6.29
45+ 5,366 088 3,031 1.73
Toat 90,338 30 142,963 4.50
Males Females
Participants/| Participants/
Participants Eligibles Participants Eligibles
Age Number Percent Number Percent
14-21 192,143 7.03 195,307 6.57
22-44 203,855 4,06 240,452 4.18
45 + 25070 091 36,545 083
Total 421,069 4.01 472,304 360

Source: Rupp et al.

Hispanic participation may be attributed to the lower-than-
expected CETA participation of older Hispanic women.

The size of the job training program is constrained by
budgets established by the Federal Government; the funding
is sufficient to serve only a small fraction of the persons who
are cligible. Tightening the eligibility requirements for JTPA
training could ensure that services are received principally
by the most needy. However, selection of the most ap-
propriate participants may be best accomplished by older
persons themselves through application to the program and
by the local program operators who are in a position to
assess the applicant’s need for training. Regardless of
eligibility requirements, older individuals’ participation in
JTPA depends upon their perception about whether JTPA
is useful in meeting their employment needs.

Benefits

For the relatively small number of individuals age 45 and
older who participated, job training programs funded under
the Comprehensive Employment and Training Act were
generally successful. Average employment and earnings
gains were significant. In the year immediately following
participation in a CETA program, individuals age 45 and
older had an employment rate of 53 percent compared with
45 percent for similar, but not enrolled, individuals.*
Average annual gains of $418 in wages and 4.5 weeks of
employment were attributable to CETA for this age group.
These gains are comparable with the wage and employment
gains found for other groups of CETA participants. Par-
ticipation in CETA led to a 20 percent increase in the
smployment rate for individuals age 45 and older.

In short, CET A worked for those older workers who par-
ticipated in the program, and it follows that older individuals
can benefit from JTPA. Older persons do respond to the
costs and perceived benefits of participation in a public job
training program. Scgregated training programs do not ap-
pear to be the best solution. Older workers have
backgrounds, life experiences and training needs that dif-
fer from younger disadvantaged persons. However, these
training needs can be taken into account and accomodated
under JTPA. The employment and earnings gains reflect
favorably on the decisions of those older workers who par-
ticipated in CETA.

Senior Community Service Employment Program

The Senior Community Service Employment Program
(SCSEP) provides part-time jobs for low-income individuals
age 55 and older in community service agencies. Although
some job training for unsubsidized employment occurs, the
emphasis of SCSEP is on providing income support to eligi-
ble individuals who perform useful community services. The
Commission-sponsored research examined eligibility and
participation under SCSEP.

Eligibility and Participation

To be eligible for SCSEP, a person must be 55 or older and
have a family income less than 125 percent of the Federal
poverty level established by the U.S. Office of Management
and Budget. Unlike CETA, there is no unemployment or
underemployment requirement. Figure 22 below displays
eligibility and participation by age for enrollees in the
SCSEP program. Slightly more than 11 million persons, or
about 25 percent of the population age 55 or older, were
eligible for SCSEP in 1980.*? Ouly 77,000 individuals, or
less than 1 percent of those eligible, participated in SCSEP
in that year.

As in CETA, age and other factors affect participation.*
Participation in SCSEP declines with age for individuals ages
55 though 61. However, unlike CETA participation pat-
terns, SCSEP participation is high. . for individuals between
age 62 and 65. Because many individuals retire at age 62

n
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Figure 22 Eligibility anu Participation by Age for Senior Community Service Employment Program, 1980

Ehgible as a Participants as a
Percentage of Population Percentage of Ehgibles Number Ehgible in Number of Participants
Age in Age Group in Age Group Age Group in Age Group
55 - 61 174 10 2,755,000 27,200
62 - 64 201 11 1,180,000 13,200
65-70 248 09 2,552,000 23,300
71+ 347 03 4,995,000 13,300
Total 24 8 07 11,482,000 77,000

Source Rupp et al

or age 65 as they become eligible for partial or full Social
Security berefits, program participation patterns suggest
that SCSEP part-time employment is used as a means of
supplementing Social Security payments. SCSEP appears to
be attractive to early retirees and, to a lesser extent, to in-
dividuals who retire at the customary retirement age. Par-
ticipation in SCSEP declines for individuals age 71 and
older. Many of these individuals have left the labor force
and do not want (0 work Or are unabie to work. dingie per-
sons, widowed individuals and males are more likely than
married persons or females to participate in SCSEP. Other
factors being equal, blacks and Hispanics appear to be
somewhat over-represented in SCSEP.

Because it is unlikely that funding for SCSEP will increase
dramatically, tightening eligibility requirements for SCSEP
would ensure that services are received by only those most
in need. Similar to CETA, the more disadvantaged in-
dividuals are served in higher proportion under SCSEP
because of self-selection among eligible persons and targeting
by program operators.

Benefits

Analysis of the effectiveness of SCSEP in tesms of post-
program employment of participants is not appropriate for
two reasons: A principal aim of the program is to provide
part-time employment through community service agencies
(even though the Federal Government has established a 15
percent placement goal), and there are no time limits for
the duration of participation in the program. In addition,
there are no nationally representative data on post-program
employment for SCSEP. It is best, therefore, to examine
the performance of SCSEP in terms of work and income
for low-income older individuals and the delivery of need-
ed public services.

The SCSEP program provides part-time work in projects
that enhance community services.* Project examples include
assisting in social welfare agencies, preparing and transport-
ing hot meals to home-bound individuals, weatherizing

homes, repairing buildings, and maintaining recreation
areas. Although these activities do not lend themselves very
well to cost-benefit analysis, one can conclude that SCSEP
is useful as a small work experience program for low-income
adults over age 55. The relatively few individuals who do
find part-time employment in SCSEP at the Federal
minimum wage consider their jobs worthwhile. Studies have
shown that participants’ self-esteem and sense of well-being
are considerably higker and that they often remain indenen-
dent longer than they might otherwise have done in the
absence of the program. The opportunities provided by
SCSEP are particularly important for older individuals
residing in areas of high unemployment and for individuals
who expect to retire and do not wish to invest in job training.

The Employment Service

The Employment Service has historically provided a range
of services to individual job seekers of all ages. Such serv-
ices have included job referral, counseling, testing, job
development and referral to job training or support services.
However, a Commission-sponsored study that u.ed the
Employment Security Automated Reporting System data
reveals that the only service most jobs seekers of any age
receive is job referral.*’

Older job seekers were considerably less likely to receive
job referrals than younger job seekers. For example, dur-
ing a 6-month period, only 15 percent of the male and 22
percent of the female job seekers age 45 and older received
at least one job referral compared with 31 percent of the
male and 34 percent of the female job seekers ages 25
through 44. The reasons for differences in job referral rates
between older and younger job seckers are not entirely clear.
The differences are not due to differences in characteristics
such as education. They may result from dissimilar treat-
ment or lack of appropriate employment opportunities. The
differences in the referra! rates of older and younger job
seekers may indicate that Employment Service offices are
not referring older job seekers to all the jobs for which they
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are qualified. The jobs listed with the Employment Service
are often entry-level jobs with low pay, and they may
therefore not match the skills, experiences, and interests of
many older workers. In some States, recent retirees are
allowed, albeit informally, to collect Unemployment In-
surance benefits even though they do not intend to take
ancther job. In order to collect benefits, they must register
with the local Employment Service office, artificially in-
flating the number of older job seekers.

ES job referral makes a significant difference in the job
search efforts of older women. However, it seems to make
little difference in the reemployment of men. Older women
with job referrals had 7 fewer weeks of unemployment and
annual earnings of $570 more than older women without
job referrals. Men with job referrals earned a modest average
of $77 more per yvear than men who looked for work on
their own.

The documented success of job referrals for older women
seems to indicate that if efforts are made to match older
workers to available jobs, the length of time that they spend
looking for work can be shortened. Further training of
Employment Service staff designed to provide effective serv-
ices to older workers may improve this situation. The JTPA
10-percent (Wagner Peyser Act/Employment Service)
setaside under title V could be used to facilitate the develop-
ment of special services for older workers or to support the

cost of building Employment Service model programs for
them.

L 121}

In summary, the employment problems of older workers
are addressed by both the private sector and the government.
Many retirement-age workers indicate that they would like
to continue working at least part-time. Low pay and a lack
of flexibility in many employment situations prevent this
desire from becoming reality. Employer programs and prac-
tices are successful only when they benefit both the employer
and the employee; they do not serve large segments of the
older work force.

Thus, government has an important role to play in ad-
dressing employment probl 2ms of older workers that can-
not be reasonably addressed through the private sector. Bas-
ed upon older workers’ experience in CETA, JTPA provides
an opportunity to improve their employment prospects. The
Senior Community Service Employment Program has been
found to meet its goals of providing part-time community
service work for low-income older individuals. Matching
workers with jobs through the Employment Service is
another area where government can make a difference.
However, there are also issues, such as the number and
quality of part-time jobs, for which the government role is
necessarily limited.




V. From Work to Retirement

Formal retirement from paid work in the United States
has been made financially possible for most older workers
by the adoption and expansion of the Social Security system,
the growth of private pensions, and increasing affluence,
which has allowed the accumulation of personal savings.
Due largely to these sources of increased retirement income,
the labor force participation rate of older workers has de-
clined sharply, as an increasing number of older workers
have chosen retirement at ever carlier ages.

Federal policies influencing the retirement decision are a
central part of overall national employment policy, because
the decisions of people to retire from paid work directly af-
fect the size and makeup of the labor force. Several provi-
sions of Social Security and private pension plans (which
are regulated by the Federal Government) affect the timing
of retirement. These are potential levers that public
policymakers can use to influence the decisions of people
to work or retire, even though their individual choices can-
not be predicted without detailed information about their
circumstances.

Expectations of retirement also influence the training and
employment decisions of individuals and firms. People who
expect to retire in a few years are less likely than persons
with longer anticipated careers to invest in education or
training, even if that would make them more competitive
in the labor market. Similarly, firms are less likely to invest
in the training of workers approaching retirement age if they
believe that the return on that investment would not be suf-
ficient during the short period before the person retires.

In deciding when to retire, most people now have a choice
between (1) the personal gains from additional leisure com-
bined with retirement income and (2) the monetary and per-
sonal rewards of con.inued work. For the majority, the
choice is voluntary and clear. To receive Social Security
retirement benefits, people who meet age and other eligibility
criteria must be at least partially retired from the labor force;
similarly, receipt of private pensions is conditional on retire-
ment from the particular firm (and sometimes from the
industry).

For many older workers, health problems explain why
they retire when they do, and why they should not be ex-
pected to work. However, some workers with health prob-
lems may want to continue working for financial or other
reasons, but in less strenuous jobs. Many could do so if
rehabilitation assistance, retraining, job search assistance,
or alternative work arrangements were available.

For other workers, however, the decision to retire is a mat-
ter of choosing the lesser of two evils. Many workers who
would have continued working, retire after they lose their
jobs late in their working lives. These workers sometimes
face large pay cuts if reemployed, or have difficulty finding
suitable new jobs. Others would like to continue working
part time after they are eligible for pension or Social Security
benefits, but are unable to continue part time in their pre-

retirement jobs or to find acceptable alternatives elsewhere.
In both cases some of the ‘‘voluntary’’ retirees lack suffi-
cient retirement income to remain out of poverty.

Although the financial aspects of the retirement decision
are of critical importance, individual and social attitudes also
influence the choice between work and retirement. Being
employed conveys more social status than being retired in
many cases. Even with the option of sufficient retirement
income, people may want to continue working because they
prefer satisfying work to leisure.

The Nation’s retirement policies are generally regarded
as humane and baszd on sound economic principles. Income
and other assistance are generally provided to those whom
society does not expect to work. However, when workers
feel they must choosc retirement while they are still produc-
tive and willing to work, the economy loses the benefits of
its earlier investment in human capital, and retirement
benefits systems suffer a financial drain that could have been
avoided.

Sacial Security

The establishment and expansion of the Social Security
system has been a key influence on retirement decisions dur-
ing the past 45 years. The number and proportion of workers
eligible for benefits and the value of Social Security benefits
for retired individuals have increased since the inception of
Social Security in 1935. By January 1985, 22 million retired
workers received benefits averaging $461 per month. Over
11,954,000 surviving spouses and dependents received
benefits, and 2,603,000 individuals received disability
benefits.*¢

By the 1980’s, Social Security’s future financial problems
required attention. In 1983, the Administration, the Con-
gress, and a special bipartisan National Commission on
Social Security Reform fashioned legislation to address the
long-term financial needs of the Social Security system
without requiring major immediate cuts in benefits or drastic
increases in taxes. The resulting legislation was enacted by
Congress as the Social Security Amendments of 1983.*” The
Amendments are generally expected to be successful in
resolving the system’s financial difficulties, given reasonable
projections regarding the behavior of the economy and in-
dividual retirement decisions. There are both de facto cuts
in benefits and increases in taxes included in the Amend-
ments, but most of these changes will be implemented over
a long period of time. Four major aspects of the Social
Security system’s influence on retirement decisions are
discussed below: benefit levels, age of eligibility, reductions
in benefits and the carnings test.




Benefit Levels

The 1983 Social Security Amendments reduced the real leve!
of future benefits in two ways. First, compared to previous
law, the deferral of cost-of-living adjustment to benefits for
6 months reduces Social Security payments for each retired
individual by one-half of the annual inflation rate in the
preceding year. This deferral means a permanent reduction
of benefits compared to what they would have been,; it is
expected to save the Social Security Trust Fund about $40
billion between 1983 and 1989 and about one-tenth of the
expected gap between benefits and revenues (2.9 percent of
payroll), which would have developed over the next 75 years
without the amendments.* Second, Social Security benefits
of higher income persons are subjected to income taxation
for the first time with the proceeds going to the Social Securi-
ty Trust Fund. This means that if the total income of a Socia!
Security recipient exceeds $25,000 for an :ndividual or
$32,000 for a couple, one-haif of the Social Security benefits
will be subjected to taxation. This provision will save the
Social Security system $30 billion between 1983 and 1989
and 0.56 percent of payroll over the next 75 years. (Appen-
dix F, explains how Social Security benefits are calculated.)

The changes described above reduce retirement benefits
from what they would have been under the previous law,
but they are unlikely to lead to any appreciable change in
retirement ages. The reduction due to the deferral of the
cost-of-living adjustment is small compared to the level of
Social Security benefits. Taxation of benefits may be
substantial for some higher income recipients but because
these persons have substantial alternative sources of income,
changes in the average retirement age will probably be
negligible.

Age of Elizibility

The age of initial eligibility for Social Security bznefits has
an important influence on the retirement dezsion. Many
persons cannot afford to retire without such benefits, or are
reluctant to draw upon or borrow against existing assets to
finance early retirement. The 1935 Social Security legisla-
tion made age 65 the initial age at which retirement benefits
could be received; the law was amended in 1956 to allow
women to receive reduced retirement benefits at age 62, and
in 1961 this provision was extended to men. Figure 23 shows
labor force participation rates in 1983 by single year of age
for men and women 55 and over. The drop in the labor force
participation of men ages 60 through 64 during the sixties
was due in part to the earlier availability of benefits.*®
During the formulation of the Social Security Amend-
ments of 1983, raising the average retirement age to ease
the financial buzden on the Social Security system was
discussed. One nroposed approach was to raise the age of
eligibility for initial benefits by eliminating retirement
benefits for the period before that age is reached. The ap-
proach that was finally selected restructures the benefit
schedule by increasing the monetary gain for postponing
retirement af.er age 65 and by raising the full-benefit age

from age G5 to age 67. The next section discusses why the
actual increase in the average age of retirement is likely to
be small as a result of these changes.

Reductions in Benefits

The amount of a person’s Social Security retirement benefit
depends upon the age at which the recipient files for benefits.
The existing law’s benefit structure has induced a large
number of people to retize either at age 62 when reduced

. benefits are first available or age 65 when full benefits are

available. Under current law persons who retire at age 65
receive 100 percent of the potential benefit. Benefits for
those who file between ages 62 an-: 65 are reduced by 6%
percent for each year under age 65. Individuals who retire
at age 62, therefore, receive & percent of the age 65 benefit
for the rest of their lives.

Workers wiio retire after age 65 have their benefits in-
creasca by 3 percent for each year thereafter that they delay
retirement. However, retiring after age 65 usually results in
a loss of lifetime retirement benefits. For example, an in-
dividual age 65 who is eligible for an annual $10,000 in
benefits would get $10,300 per year if he or she retired at
age 66. Because it would take more than 33 years to make
up the $10,000 in benefits lost during the year’s delay in
retirement, total lifetime benefits would be jower for the in-
dividual who postponed retirement and died before age99.

The 1983 Social Security Amendments, which raise the
full benefit age from 65 to age 67 for individuals born after
1960, take full effect in 2027, when much of the post-war
baby boom will be retired. For individuals born after 1960,
ihe amendments make the benefit structure approximately
neutral for retirement at all ages after age 62. The percent-
age reduction per year before the full retirement age will be
similar to the current law. This implies a 30 percent penalty
for accepting benefits at age 62 compared with age 67. The
change in benefits for those delaying retirement after age
65 will be increased from 3 percent to 8 percent per year
after 65. However, based on past experience, removal of
the financial penalty for retirement after age 65 is unlikely
to persuade many individuals to retire later. Most individuals
retire before their 65th birthdays, the age at which the
amendments increase the incentives for delayed retirement.

Results of a Commission-sponsored study imply that the
financial savings to the Social Security system will come
from paying reduceu benefits to retired individuals rather
than from paying current benefits over a much shorter
period of time.*® The study estimates that the average retire-
ment age will increase less than 3 months if future workers
respond to financial incentives much as today’s workers do.
The reason for this is the small response demonstrated by
older individuals to incentives and the relatively small
changes in the incentives as embodied in the 1983 amend-
ments. Although individuals do respond to increased
benefits, other economic and non-economic factors dwarf
the probable response to the 1983 amendments.




Figure 23. Labor Force Participation Rate by Age, for Men and Women 55 and Over, 1983
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The Earnings Test

The Social Security earnings test provides a work disincen-
tive for substantial work between ages 65 and 71. A method
of ensuring that Social Security benefits go to retired in-
dividuals rather than workers, it results in the reduction of
a retired individual’s benefit by 50 cents for every dollar
earnad abs -2 $5400 for those retiring at ages 62 to 64, and
$7320 for ages 65 to 71 in 1985. Because of a provision of
the law that allows recalculation of benefits at age 65, many
Soci 1l Security benefiriaries under age 65 are only tempo-
rarily affected by the earnings test. In other words, their cur-

rent benefits are reduced, but their benefits after age 65 are
increased by a recalculation upon retirement.

The 1983 amendments lower the reduciion in benefits to
$1 for every $3 earned beginning in 1990, reducing the p.cnal-
ty for work after age 65. This lower reduction may en-
courage more Social Security recipients to work. However,
the earnings test si..l implies a substantial tax on earnings
when it is coi.bined with the Federal income tax rate, the
1990 Social Security employee contribution rate of 7.65 per-
cent, and any State and local income taxes.
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Private Pensions

Private pension benefit levels have risen over the past several
decades. Combined with Social Security, private pensions
have provided an incentive for earlier retirement and helped
reduce the incidence of poverty among retired individuals.
The Federal Government first encouraged the development
of pensions under the nevenue Act of 1921; this Act pro-
vided for pension contributions to be deducted from a com-
pany’s taxable income, atlowed pensior "~ nds to sccumulate
income without taxation, and deferred personal income tax-
ation on pensions until workers retired. The 1974 Employee
Retirement Income Security Act (ERISA) is intended to en-
sure that workers receive their pensions; it provides the
framework of Federal regulation under which private pen-
sion plans now operate. ERISA covers such asnects of
private pensious as: participation and coverage standards,
funding requirements, minimum vesting requirements, and
the establishment of the Pension Benefit Guarantee Cor-
poration to insure benefits. This section concentrates on
those ERISA provisions that have important labor market
effects.

The combinaticn of inflation ..nd the progressive income

tax has enhanced the value of the tax savings ascociated with
private pensions over time. The growth of pension coverage
coincidrs with both increased life expectancy and a reduc-
tion in the average age of retirement. An estimated two-
thirds of all full-time private sector employees can expect
to receive private pensions upon retirement.*! These pen-
sions currently Lave an average first-year annuity value of
16,100 in 1982 dollars compared with an average of about
$5,000 annually for Social Security. It is important, then,
to explore private pension structures, eligibility, vesting rules
and coverage, and tne integration of private pensions and
Social Security.

Pension Structures

Although private pension plans have the same basic goai
of providing retirement income to long-term workers, the
plans differ considerably from one another. They also dif-
fer from Social Security, under which all recipients are af-
fected by the same rules and benefit structure. ERISA
regulations permit a variety of benefit structures, including
incentives for eaily retirement and actuarial penaities for
later retirement. This variation makes it difficult to
generalize about the effects of pension plans on employment
and retiiement. Plans can affect the age of retirement dif-
ferently. Across pension plans, however, the level of benefits
usually depends upon years of service, earnings levels, and
age at retirement.

There are two basic kinds of private pensiorn. plans:
defined-contribution plans and defined-benefit plans. In
defined-contribution f'a1s, the employer usually contributes
a percentage of each emulc-ee’s wages into a fund, and the
benefits are calculated on the basis of the total contribu-
tion and the investment earnings of the fund. In defined-

benefit plans, the amount and rules determining the benefit
are set in advance, and the company, following ERISA
regulations, must build up a reserve fund to meet its pen-
sion liabilities. After a worker achieves eligibility, receipt
of the pension income is contingent upon retirsment from
the firm and, in some cases, from the industry.

Similar to Social Security, the exact benefit structure of
the plan can affect the age of retirement.*? The general
benefit level of a plan and the amoum of total lifetime
benefits provided at different retirement ages are important
influences on retirement decisions. In some plans, benefit
schedules associated with the duration of employment in the
company and individual salary histories provide incentives
for workers to retire at specific ages. For example, if early
retirement benefits are reduced by an amount less than the
amount that could be made up by a .onger period of retire-
ment, an incentive is provided for early retire.aent. If yesr-
ly pension benefits in defined-benefit plans for retirement
beyond age 65 are not increased enough to make up for the
shorter period of time over which the benefits would be
received, delayed retirement is discouraged.

The ERISA regulations allow companies freedom to in-
fluence the age of retirement through the use of financial
incentives. In other words, the Federal Government’s pen-
sion policy permits companies to increase, to decrease or
to keep level the sum of total discounted lifetime pension
benefits that workers receive for early or delayed retirement.
Thus, the Federal Government’s pension policy in this area
is neutral; it does not identify a single retirement age. It
would take substantial changes in the Social Security incen-
tives beyond the 1923 amendments and major revisions in
nzivate pensions to achieve a significant change in the
average age of retirement.

Age of Retirement

Two features of private pensions are particularly important
in penalizing workers who wish to retire after »2e 65. First,
many private pensions fail to provid= actuarial adiustment
for previously accrued pension benetits if a worker chooses
to delay retirement. Second, about one-half of the defined
pension benefit plans do not contain provisions for accrual
of pens ‘1 benefits after age 65. Similar to Social Security,
the first feature implies a penalty in the form of reduced
total lifetime benefits for individuals who continue to work
after a certain age. The second feature implies that total
compensation is reduced after age 65.

The growth in pension coverage including plans that pro-
vide incentives for early retirement have accompanied the
national trend to a lower average retirement age. Under
many corporate pension plans, workers receive a bonus for
each year (up to 4 years) they retire early and pay a penalty
for each year they retire later than a company’s conventional
retirement age.*”’ The greater the value that workers place
on immediate compared with future benefits, the greater the
early retirement incentiv- .

Participants in a pension plan generally accumu!ate retire-
ment benefits over time based upon their earnings during
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each year in which they participate in the plan. ERISA pro-
visions permit defined-benefit plans to exclude workers’
earnings and service occurring after age 64 in determining
benefits. This exclusion not only 1 cduces the lifetime value
of pension benefits for persons working after age 65, but
it also discourages later retirement. The Age Discrimination
in Employment Act does not require employers to guarantee
workers over age 65, or conventional company retirement
age, additional benefits through the accrual of additional
benefits or the actuarial adjustment of previously accrued
benefits. As a result, many pension plans have provisions
that encourage retirement below age 70, the age at which
under current law an employer can impose mandatory
retirement.

Companies may use current pension structures to respond
to rigidities in wage struc.ures. For example, ¢ sompany raay
be precluded from directly lowering the wages of older
workers by social convention and legal constraints. If the
gap between a worker’s pay and productivity widens with
age, some companies may be willi. g to pay higher pensions
as a form of severance pay to workers who retire early.**
Although a more cfficient approach might be to single out
individua! workers and provide them with severance pay
rather than to use a pension structure that provides incen-
tives for all w.r. *rs to retire early, the practical difficulties
of doing so arc significant.

Some companies that have been forced into retrenchment
have ‘‘sweetened’’ early retirement benefits; for these com-
panies, the voluntary retirement of older workers precludes
the need to lay off or fire younger workers. Early retire-
ment bonuses and other incentives reduce the employment
of older workers, but the use of such financial incentives
may he the most efficient and humane method for some
companies to deal with declining employment.

In recent years, legislation has been proposed that would
require pension plans to accrue benefits for participants age
65 and over. Because defined-contribution plans already
must accrue benefits for individuals age 65 and over, these
vroposals would affect only defined-benefit plans. Existing
legislation permits such accrual.

Assuming no change in retirement behavior, one study
estimated that the effects of such legislative proposals on
employers costs would bz small for a variety of reasons.**
First, relatively few workers currently work beyond age 64.
Second, many workers do not participate in defined-benefit
plans either because they are not covered by any plan or
because their firm has a defined contribution plan. Further,
the effects would be small because even in terms of defined-
benefit plans, about half already allow accruals after age
64 and others have provisions that do not allow workers to
accrue pension benefits for more than 30 years of service
and these provisions would not be affected by the legislation.

Pension accrual for workers age 65 and older implies a
new cost to some companies. However, this cost will not
be more than the cost of pension accruals for workers age
60 through 65.% Under current regulations, the practice of
non-accrual of benefits past normal company retirement age
provides an incentive for retirement. Over time, more in-
dividuals may be induced to retire later as a result of the
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ability to accrue pension benefits past age 65 combined with
the change from age 65 to age 67 for receiving full Social
Security benefits. The increased cost of accruing benefits
after age 65 might reduce the demand for the labor market
services of this age group.

Vesting Rules and Coverage

Vesting is the process by which employees acquire a non-
forfeitable right to pension benefits. Employees earn credit
toward vesting in their pension plan each year that they work
for a specific company. ERISA currently requires that
employees in private pension plans be vested, at least par-
tially, after 10 years on the joh, employees who join a com-
pany less than 5 years before :1ormal retirement age do not
have to be included in pension plans.

Several legislative proposals have been introduced that
would reduce the maximum number of years required to
become fully vested to 5 years. According to a Commission-
sponsored study, requiring 5-year vesting would increase
employer costs by no more than 1.2 percent for any age
group.’’ The costs of the 5-year vesting are small for two
reasons. Relatively few individuals would be added to pen-
sion rolls by the proposed change. The benefits accrued to
the individuals added to the pension roles would be small
because 5 years is not sufficient time to accrue significant
pension benefits.

Integration with Social Security

The integration of private pensions with Social Security im-
plies that changes in Social Security benefits will affect the
size of private pension benefits that workers receive. Com-
panies are allowed to subtract a portion of Social Security
benefits in calculating a retired individual’s private pension
benefits. The rationale for this integration is that companies
pay for part of Social Security and, therefore, should be able
to design pension programs that recognize company-
financed Social Security benefits. The methods that can be
used for integration are described in Appendix G.

The Social Security Amendments of 1983 will indirectly
affect private pensions because of changes in Social Securi-
ty benefits at specific retirement ages. Since Social Security
benefits will be lower than the benefits provided under the
previous law, part of the income loss would be made up from
increased private pension benefits under integrated plans.
The change in Social Security benefits could raise private
pension costs unless companies alter their pension plans
prior to that time.

Supporting the Retirement Population

At any given time, the goods and services produced by paid
workers are allocated among not only themselves, but also
to those not in the labor force, including retirees, children,
institutionalized adults, and unpaid workers. The ratio of
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the rest of the population to paid workers is called the
depernency ratic and serves as an index of the burden on
the share of population in the paid labor force.’* The aging
of the baby boom generation and the increased life expec-
tancies of older people are likely to affect the dependency
ratio. An increase in the ratio may signal the need for policy
response in the retirement system.

Much attention has been focused recently on the shrink-
ing ratio of working-age people (18 to 64 years old) to those
of traditional retirement age (65 +). There is concern about
whether the Nation will prefer to reduce retirement benefits,
encourage later retirement, or take other major policy ac-
tions to lessen the need to tax current or future workers more
heavily.

An examination of dependency ratio trends allows one
to estimate changes in the general ability of the economy
to support the retired population. To get the full picture of
the dependency ratio, it is important to examine past trends
as well as projections. Figure 24 shows the number of non-
participants for every 100 labor force participants, begin-
ning in 1950 and projected through the year 2050.

Contrary to popular impressions, dependency measured
1n this way has not risen, but has dropped sharply over the
last 30 years and is expected to continue to decrease through
the end of the century. The high point in the dependency
ratio was in 1965 when there were over 154 nonparticipants
for every 100 participants in the labor force. Since that time,
the ratio has declined steadily as women’s participation in
thelabor force has increaed and birth rates have fallen. This
trend is expected to continue over the next 20 years, when
there will actually be more labor force participants than non-
participants in the population. After that point, the ratio
is projected to rise to around 115, but will still be substan-
tially below the levels of 140 and more that the Nation ex-
perienced in the decades before 1970. Therefore, the ability
of the sconomy to support its retirement age population in
terms of the proportion of paid workers in the population
will actually be improving over the next 20 years, and will
remain above historical levels even after the baby boom
generation reaches retirenient age.

Some observers have argued that the expense of retire-
ment systems and other public or quasi-public assistance to

Figure 24. Dependency Ratio (Number of Nonworkerz Fer 100 Wnrkers) 1950-2050
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retirees involves a greater amount of taxes and interfamily
transfers than for maintaining and educating children, other
nonworking peoplie, and unpaid workers. But even looking
at the ratio of those over 65 to the working population, the
situation is not expected to be substantially different over
the next 25 years compared .u the last 25 years. (See figure
25.) The number of perions 65 and over compared to the
number in the labor forcc is not expected to rise significantly
until after the year 2010.

Thus, even if retirees are more of a financial burden to
the paid labor force than are other persons not in the labor
force, major problems caused by this shifting br.den will
probably not occur during the next 25 years. Nevertheless,
it is important to consider alternative work and retirement
policies (such as raising the average age of retirement) for
the years following 2010 if it appears that the burden will
be too great for the economy of that time.

The latter point is crucial. Continued real growth of the
U.S. economy along historical lines would do much to ease
the burden of the retirement programs after the year 2010.
If per capita income grows in the future as it has in the past
decade, for instance, the burgeoning retirement-age popula-
tion 25 years from now could be readily supported by the
fruits of economic growth. Alternatively, the effects of
slower economic growth could be addressed through policies
to gradually reduce retirement benefits, negating the need

Figure 25. Ratlo of Population 65+ to Labor
Force, 1950-2050
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for substantial increases in taxes on the labor incomes of
future workers, while also reducing the attractiveness of
retirement.

The issues raised by the new mix of dependents are com-
plex and may require new policy responses in the long run.
Nevertheless, demographic projections imply that the ag-
gregate effect on the dependency ratio probably will not be
great. The predictions that aid workers will be overwhelmed
by a flood of retirees in the next few decades often fail to
take account of demographic and labor market changes in
this larger perspective.

Health and Disability

As discussed in chapter IV, poor health leads to early retire-
ment. An estimated 35 percent of the men in the National
Longitudinal Survey of Older Men who retired between 1967
and 1978 retired for reasons of poor health.*® More than
one-half of the men retiring prior to age 2, and 18 percent
of those retiring after age 65 reported that they did so for
bealth reasons. Almost one-half of the black men compared
to one-third of white men retired for health-related reasons.
Although it is hard to separate the effects of poor health
from other reasons for retirement, figure 26 displays a 1976
index of health impairement as it applies to men who retired.
The information in this figure indicates that 86 percent of
the men who retired involuntarily by 1976 had moderate to

Figure 26. Men Who Retired Prior to the 1976
Survey, by Reason for Retirement
and Extent of Impalrment In 1976
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severe health impairment compared to 38 percent of the men
who voluntarily retiied.

The relationship between health and retirement is impor-
tan. to employment policy because of the connection bet-
ween regular Social Security retirement benefits and disabili-
ty benefits that are also part of the Social Security Act.
Changing the provisions of one can have a countervailing
effect on the other. To illustrate, the increase of the full-
benefit age to age 67, and the accompanyirg greater reduc-
tion in benefits for indivi{uals retiring between the ages of
62 and 65, under the 1987 amendments means reduced Social
Security benefits for workers who retire early for health
reasons. Individuals who now could retire for health-related
reasons between age 65 and age 67 in the future will apply
tor disability benefits rather than accept reduced Social
Security retirement bencfits.

An individual is entitled to disabled workers benefits
under Social Security according to the following definition:

The inability to engage in any substantial gainful ac-
tivity by reason of any medically determinable physical
or mental impairment, which can be expected to result
in death or which has lasted or can be expzcted to last
for a continuous period of not less than 12 months.
A person must be not only unable to do his or her
previous work or work commensurate with the
previous work in amount of earnings and utilization
of capacities but cannot, considering age, education,
and work experience, engage in any other kind of
substantial gainful work which exists in the national
economy. It is im™ - ‘al whether such work exists
in the immediat: "whether a specific job vacan-
cy exists, or whe . wne worker would be hired if he
or she applied for work. In making a determination,
the worker’s impairment or impairments must be the
primary reason for his or her inability to engage in sub-
stantial gainful activity, a'though age, education, and
work experience are also taken into consideration.*

Disability benefits, which are based on a formula similar
to that for Social Security retirement benefits, have increased
dramatically over the last 30 years. The increased availability
of disability payments partially accounts for the decrease
in older men’s participation in the labor force. This is par-
ticularly true for individuals with low earnings, and may also
esplain the greater drop in the labor force participation rate
for older black men.*! A high ratio of potential disability
payments to earnings opportunities increases the incentive
for eligible individuals to withdraw from the labor force.

Federal Government concern over disability expenditures
in general has led to the tightening of administrative pro-
cedures for disability payment eligibility determination.*’ In-
dividuals with limited job skills who lose their benefits in
areas of high unemployment could suffer significantly under
such procedures. However, detailed information about the
effects of tightened procedures is not yet available.** In ad-
dition, Congress directed the Department of Health and
Human Services to study the impact of raising the retire-
ment age on low-income and health-impaired workers as a

part of the Social Security Amendments of 1983. The ob-
jective is to determine if any additional provisions need io
be made for health-impaired individuals age 62 and older
who should not be expected to work.

Even for individuals who want to work past 65, health
care is a concern. As part of the Tax Equity and Fiscal
Responsibility Act or 1982, Congress amended the Age
Discrimination in Employment Act to shift the cost of health
care for some workers age 65 through 69 from Medicare to
employer health plans. These workers are employed by com-
panies with 2G or more employees. A Commission-sponsored
study indicates that an estimated 434,000 workers, or about
37 percent of the private sector workers between ages 65 and
69, will be affected by these changes.** The total additional
cost to companies for health care is estimated at $500
million; the new cost represents approximately 13 percent
of the total compensation costs for workers not previously
covered and 8 percent of the total compensation costs for
workers who were previously covered by employer health
plans before the 1982 amendments. About two-thirds of
these workers were covered under employer health plans that
supplemented Medicare and the remaining one-third of the
newly covered workers were previously excluded from
employer health plans. While the amendment may have
significant employment effects in some firms, the study
estimated it will not significantly affect the aggregate
employment of older workers or of other age groups.

Tax Deferred Retirement Savings

Personal savings are the third major component of retire-
ment resources. Personal sav.ngs contribute to the finan-
cial well-being of retired individuals. However, there is no
consensus regarding the effects of personal savings on the
timing of retirement, no clear evidence that individuals retire
once they have saved a certain amount of money, or that
individuals with greater assets retire earlier.

Federal policy in recent years has encouraged savings for
retirement by allowing the deferral of taxes on retirement
savings. Three instruments have been established for this
purpose:

o Keogh Plans for self-employed individuals, initially
authorized under the Self-Employed Individuals
Retirement Act of 1962;

e Individual Retirement Accounts (IRAs), originally
authorized by changes in the tax code in 1974 for in-
dividuals without pension plans, and greatly expanded
under the 1981 Economic Recovery Act which allows
all individuals under age 70 who work for pay to con-
tribute up to 32,000 of their earnings to IRAs each
year; and

o Tax Deferred Salary Reduction Programs, established
by modifications to the U.S. Tax Code in 1978 to allow
tax deferred payroll deducations for retirement
savings.
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The use of these three instruments, especially IRAs, has
greatly expanded in recent years. Questions have been raised
regardiig the impact of these instruments on retirement deci-
sions and the labor force participation of older workers.
Unlike Social Security or private pensions, these instruments
do not provide incentives for retirement at any specific age
after the initial age for eligibility is reached. It appears that
tax deferred savings will reduce some older individuals’
reliance on Social Security and private pensions. IRAs might
encourage some individuals to take earlier retirement than
they might otherwise have done, but could encourage others
to continue working past age 65 if a savings plan avoids the
financial penalties for delayed retirement imposed by for-
mal retirement systems. Because the use of IRAs in par-
ticular is recent, retirement behavior associated with these
instruments should be monitored in future years. Low and
moderate-income individuals, who are the bulk of the labor
force, do not appear to be making substantial contributions
under IRASs; there is no great tax advantage for them to do
80, even if they had the discreticnary income to save. Thus,
it is unlikely that tax deferred retirement savings instruments
will have a significant impact on the average age of retire-
ment, the size of the labor force, or the retirement incomes
of individuals with average or below average wage histories.

Mandatory Retirement

Americans have generally opposed forced retirement on the
basis of age.** The 1978 amendments to the Age Discrimina-
tion in Employment Act reflected public opinion by raising
the age at which employers could impose mandatory retire-

ment on their workers from age 65 to age 76. The removal
of the provisions allowing mandatory retirement at age 70
would probably have little effect on the labor force participa-
tion of individuals age 70 and over. A report of the U.S.
Department of Labor found that ‘‘the complete elimination
of mandatory retirement would result in an additional in-
crease of approximately 200,000 workers” by the year
2000.** This is about 5 percent of the workers age 65 and
older; on an annual basis this increase would be very slight.
Because most workers retire before age 70 due to the influ-
ence of Social Security and private pensions, the principal
effect of removing the mandatory retirement age provision
would be to allow greater freedom of choice for those in-
dividuals who wish to continue working beyond age 70.

L2

In summary, Social Security and private pension plans
have had and will continue to have an important influence
on the age at which older workers retire. The availability
of income from these sources has made retirement attrac-
tive to most older workers. Pension rules and the Social
Security earnings test provide strong incentives for complete
retirement. For some older workers, retirement is the result
of job loss in poor labor markets or the onset of health prob-
lems. A strong economy and adjustment assistance for
workers experiencing health problems, as well as improved
health care in general, would allow many individuals to work
longer. Other policy changes, such as ending mandatory
retirement, or allowing IRAs, need to be justified on their
own merits, since their influence on retirement decisions for
most older workers is likely to be negligible.
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V1. Conclusions

This report examines the labor market position of older
workers and Federal and private sector policies that affect
them. While many of its conclusions are consistent with
previous research and assumptions, our analysis of the
results of new research sponsored by the Commission and
the Employment and Training Administration of the Depart-
ment of Labor has developed a new perspective on the labor
market problems and retirement decisions of older
Americans.

While the population and the labor force ar» aging, this
is due importantly to the aging of the post-war baby boom
generation. The population over age 65 will rise gradually,
but the major growth in the retirement-age population will
not begin until after the year 2010. Currently, nearly one-
third of the labor force is over age 45. This percentage is
expected to be about the same for the next 15 years and then
to increase gradually. The decision to retire from paid work,
and thus Government retirement policies, directly affects the
size and makeup of the labor force.

A central issue in the discussion of older workers’ labor
market problems is whether they are caused or exacerpated
by age discriminatior. While .he exact extent o’ age
discrimination is difficult to measure and while many of the
labor market problems of individuals over age 45 are
grounded in causes other than age discrimination, that age
discrimination exists in individual cases is undeniable. It is
necessary to address age discrimination through legal
remedies including vigorous enforcement of the Age
Discrimination in Employment Act by the Equal Employ-
ment Opportunity Commission.

Workers over age 45, in general, have fewer labor market
problems than younger workers. However, there are groups
within this older population which have special or more per-
vasive labor market problems than the general population.
Although the problems of these groups—older job losers,
minority individuals, women, and the health-impaired—are
most often not solely attributable to age, they require the

special attention of public decisionmakers, employers and
program operators.

There are many examples of employer programs and age-
neutral personnel practices that companies can adopt to
combat age discrimination and to increase employment op-
portunities for older workers, especially those individuals
approaching conventional retirement age. Employer actions
that simultaneously meet company-specific needs and the
training and employment needs of older workers are critical
to the improvement of older workers’ employment
opportunities.

Although employer actions are critical to the improvement
of the employment situation of older workers, many older
workers have a need for training and other services that can-
not be adequately addressed by employers alone. Thus,
government has an important training and employment role
to play. As a general rule, older workers can be successful-
ly served by existing public job and training programs as
long as proper attention is paid to older individuals’ needs.
Comprehensive Employment and Training Act (CETA) pro-
grams were generally successful in training and placing older
workers in private sector employment, Although older eligi-
ble persens were-1ess likely to participate in CETA than
younger adults, a substantial part of the difference is ac-
counted for by .actors other than age, such as the fact that
many older eligible individuals were reti =:d and had no in-
terest in taking further training for employment. The ex-
perience of older workers who are served under the Job
Training Partnership Act can also be successful.

Current retirement policy has done much to relieve
unemployment and poverty among older Americans. The
economy appears capable of supportiug the basic retirement
programs for the next 25 years and perhaps beyond that.
The Ccmmission believes that older individuals should have
flexibility in the choice between work and retirement so that
the gradually increasing number of older persons may con-
tinue working after conventional retirement age if they
choose to do so.
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Appendix D: Estimates of Labor Market Problems Using CETA Data

Figure 19 shows the number of low-income unemployed and
underemployed people among various age groups in 1980.
These are estimates of people eligible for Comprehensive
Employment and Training Act training programs in 1980.
Low-income people who are part of the labor force are con-
sidered to have labor market problems by the criteria used,
whether they are emploved or unemployed. People who are
employed and still have low income a1e sometimes referred
to as the ‘‘underemployed.”” Although the criteria used give
a good general measure of employment problems, two
groups are not included: (a) people who are unemployed but
not poor and (b) people who are poor but not a part of the
labor force, that is, they are not actively seeking
employment.

Unemployed persons who have enough current or recent
family income to keep them out of poverty still face labor
market problems. This report also addresses their situation.
For instance, the section on older workers who have lost
their jobs includes both the poor and the nonpoor, as do
all discussions of general unemployment rates.

The situation of people who are poor but not in the labor
force is scmewhat different. Thers are many more poor p2o-

ple than there are people with labor market problems,
especially in the older age groups. The employment dimen-
sion of the poverty problem requires that the person be
working or seeking work. This means that, for example, an
85-year-old woman who has no intention of working for pay
does not have an employment problem even if she is living
in poverty. Although the extent of poverty among older
Americans is discussed, the focus in this report is on the
employment dimension of poverty.

Among persons age 45 and over, the numbers show no
dramatic increase in problems with age. There is, however,
a small proportionel increase in the 55-61 age bracket. The
drop in measured problems after age 61 may be due to
receipt of Social Security and pension benefits which imply
adequate income or severed labor market connections for
many people. The increase above age 65 shown on the chart
may be considered somewhat artificial because, by the
CETA definition used for the study, people were
automctically considered unemployed if they received
welfare benefits. Thus persons over 65 who received Sup-
plemental Security Income (SSI) were included in the count
even though they had no actual labor market attachment.*

"

* Rupp et al, ‘“Eligibility and Farticipation Rates. .
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Appendix E: How Factors Affecting Wages sre Measured

A variety of interdependent factors affect the wages people
are paid. Ideally, to measure the effects of age discrimina-
tion on the wages of older workers it would be best to com-
pare wages in a world without discrimination with the real
one. Because such a world does not exist, we must be con-
tent with estimating the relationship between age and earn-
ings, accounting for other factors that influence the wage
rate. It is important to understand the relationship among
age and earnings before reaching conclusions about the
dimensions of age discrimination.

Researchers try to measure how wages reflect various
characteristics of workers, their jobs, and their working en-
vironment. These characteristics include the following:

o Years of formal education, general labor force ex-
perience, and experience on a given job with a specific
employer. These factors may measure knowledge and
skills useful on the job that imply higher pay. They
also represent the workings of seniority and other
aspects of a company’s pay structure;

¢ Personal characteristics such as age, health, sex, and
race;

¢ Labor iarket characteristics which reflect overall de-
mand for Jabo. such as unemployment rates, labor
market size, and regional employment patterns;

¢ Job-related employer characteristics such as whether
the employer is in the public or private sector and
whether the comipany is union or non-union and
characteristics of the job.

Because any of these factors may affect the wage paid a
given individual and because many are related to age, it is
important to hold the others constant statistically before
reaching conclusions about the effect of age on hourly
earnings.




Appendix F: How Social Security Benefits are Calculated

A worker’s monthly retirement benefit is based on a
worker’s average monthly earnings, indexed to the trend
over time in the Social Security system-wide covered earn-
ings and calculated Average Indexed Monthly Earnings
(AIME). The basic retirement benefit, called the Primary
Insurance Amount (PIA) is calculated by applying a
mathematical formula to the AIME. The actual benefit paid
to workers and families can be some fraction of the PIA
because of early retirement, or a multiple of it because of
additional spouse or children’s benefits.

The mathematiczl formula that converts average, indexed,
monthly earnings (AIME) to Primary Insurance Amonnts
(PIA) is ‘‘progressive.’’ Persons with low earnings are
favored relatively over persons with high earnings. The ratio
of benefit to earnings is higher for low earners than for high
earners. Thus, workers reaching age 62 in 1982 received in-
crements in their PIA of 90 cents for ecch of their first $230
of monthly earnings, 32 cents for each additional dollar of

earnings between $230 and $1,388, and only 15 cents for
each additional dollar above $1,388 per month (up to the
taxable maximum).

For illustration, a person with average indexed monthly
earnings of $730 is entitled to a primary insurance amount
of 33%7. This is the sum of $207 from within the first bracket
of the computation formula (before the first “‘bend point
of $230) and $160 from the $500 that falls within the se-
cond bracket ($230 and $1,388).

The increased generosity of benefit payments is probably
both a cause and effect of older individuals’ desire to leave
the labor force. The higher benefits make it easicr and more
likely for persons to choose retirement over work. Looked
at another way, th« rise in national and per capita income
could have led to a desire for earlier retirement and thus
to the political decision to increase Social Security retire-
ment benefits.



Appendix G: Pension Integration with Social Security—How it Works

Integration of an employer pension plan with Social
Security, allowable under Internal Reveriue Service rules,
means that the pension plan is per:iitied to take into ac-
count the taxable wage base and tax rate of Social Security
or the Social Security benefit amount when establishing the
pension plan contribution or benefit level. IRS rules limit
the extent to *vhich integration is accomplished and the way
it is done.

There are two basic approaches to integration. Social
Security offset formulas are the most frequently used
method. This approach directly reduces pension benefits by
a percentage of the worker’s Social Security primary benefit.
The rate at which pension benefits can be reduced are limited

to no more than 83 percent of the Social Security primary
benefit.

The plan benefit is usually reduced 50 cents for each dollar
of Social Security primary benefits. The second method is
the step rate approach. Step rate integration formulas pro-
vide benefits that are a higher percentage of pay above a
specified earnings level than below that level. That earnings
level is usually equal to or related to earnings subject to
Social Security contributions. If the pension benefit cor-
responding to earnings below the specified earnings level is
zero, the plan is called an excess plan because benefits are
based on earnings in excess of those subject to Social Securi-
ty contributions.
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Part B

Commission Activities,
January 1983 through June 1984

During its first 10 years the Commission conducted research,
prepared reports and made recommendations on how to im-
prove the employment opportunities of various groups of
workers, including women, blacks, youth, Hispanics and
displaced workers. The Commission continues to follow the
experience of the various groups of workers, but we are now
focusing considerable attention on what jobs will be
available in the future and what skills will be needed for
those jobs. In particular, the Commission has underway a
large-scale project on the impact of computer-based
technology on employment, and is beginning to study the
potential contribution of national employment policy to
U.S. competitiveness in the world marketplace.

During the period of this report, January 1983 to June
1984, the Commission undertook a host of activities organ-
ized in four broad project areas, which are described in
greater detail below. Major achievements included:

* a major study of the labor market problems facing
older workers, the subject of this annual report;

* policy advice to the Secretary of Labor and quick
dissemination to States and localities of a series of ap-
plied research piojects designed to help in the difficult
early days of implementing the Job Training Partuer-
ship Act;

* anindependent assessment of the implementation of
the Job Training Partnership Act, co-sponsored with
the Ford, Rockefeller, and Charles Stewart Mott
Foundations;

* support for an invaluable continuing survey of 1972
high school graduates that provides basic longitudinal
research information on adult education and training;

¢ the overall design of a multi-year research effort on
changes in the workplace and initiation of the first
component, investigating the impact of computers on
jobs and job requirements.

Thic section of the Ninth Annual Report, organized
according ‘o the four Commission work groups, briefly
describes completed and ongoing projects. Appendix I iden-
tifies persons who have served on the Practitioners’ Task
Force, a Commission advisory panel, during the 18 months
covered by this report. Appendix J contains the legally man-
dated comments on published reports of the National Ad-
visory Council on Vocational Education. A full listing of
Commission reports is presented in the back of this volume.

PROGRAMS AND POLICIES PROJECT

What works, when, and for whom? That’s the question the
Commission’s project on programs and policies tries to ad-
dress. Using applied research and current information, the
Commission tries to develop practical advice for
policymakers in charge of government employment ac-
tivitics. Commissioner Roderick Paige serves as Chairman
of the Work Group on the Programs and Policies Project.

Job Training Partnership Act JTPA)

JTPA Research

The Job Training Parinership Act took effect on Octo-
ber 1, 1983, replacing the expiring Comprehensive Employ-
ment and Training Act (CETA). JTPA assigns to the Com-
mission important responsibilities for examining and
evaluating the implementation and effectiveness of programs
authorized by the Act.

As part of its mandate under JTPA, the Comnission
undertook a major independent assessment of the implemen-
tation of JTPA title I1-A training programs for the disad-
vantaged. The researchers are examining the development
of JTPA'‘s administrative framework at both the State and
local levels, the programs and services offered, client groups,
and service providers, and coordination of JTPA with other
education, employment and income support activities. The
balance between labor market needs and participant needs
is specifically addressed. The first report, based on inter-
views conducted using a sample of 57 service delivery areas
in 37 States, in the autumn of 1983, was published and wide-
ly distributed in Marck 1984, (A second report covering the
first 9 months of JTPA activity, was released in February
198: ) Data for the report were derived from interviews with
the same sample of service delivery areas, along with a
separate telephone survey of all States on State-level issues
conducted in June 1984.

The Commission also initiated and saw the completion
oi *wo categories of short-term projects. The first was
designed to provide practical program guidance o practi-
tioners. Three technical assistance guides were produced to
outline for States those options available for the use of the
JTPA 6-percent performance incentive/technical assistance
set-aside, the 10-, zrcent Wagner-Peyser set-aside for Gover-
nors to provide incentive bonuses to local offices to pay for
services to special population groups, or to cover the extra
costs of exemplary programs; and the JTPA 3-percent set-
aside for activities designed to serve older workers. A fourth
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paper presented program design options for nonstipended
programs under JTPA. All four papers were distributed
widely within the employment and training community.

The second category of projects was designed to develop
baseline information about CETA programs for later com-
parisons with JTPA activities. They presented information
¢1 CETA activities and services and the status of coordina-
Jon urnder CETA in FY 1983; the effects of reducing or
eliminating participant stipends on client churacteristics and
program outcomes for selected CETA projects; and the ef-
fects of different forms of private sector participation on
CETA client characteristics and program outcomes. Infor-
mation gathered for these studies will be used in future com-
parisons of JTPA with CETA.

These research efforts, together with research planned for
1985, enables the Commission to respond to congressional
inquiries about JTPA and to assist the Department of Labor
in its general oversieht responsibilities.

JTPA Performance Standards and Reporting Systems

The Job Training Partnership Act of 1982 establishes a
strong, performance-based employment and training system.
The Commission is mandated, under the Act, to advise the
Secretary of Labor on the development of these performance
standards and on the establishment of parameters for per-
mitting variations in the standards. The law also requires
the Commission to evaluate both ‘‘the usefulness’’ of such
standards in measuring performance and their impact on
the choice of who is served, what services are provided, and
the costs of the services.

The Commission has taken an active role in developing
recommendations to the Department of Labor throughout
1983 and the first half of 1984. In general, the Commission
has supported the Department’s activities and decisions
relating to performance standards and has advocated that
Governors use a national model to adjust local parformance
expectations in order to account for differences in economic
conditions and participant characteristics across the Nation.
The Commission has also recommended that standards for
youth include ail of the nonemployment outcomes permit-
ted by the Act.

To ensure that the “ommission’s recommendations take
day-to-day programmztic considerations into account, staff
sit on the Department’s Pericrmance Standards Advisory
Committee and have met regularly w:th Department officials
and representatives of State and 'ocal adiministrators and
practitioners. The Commission wis! continue 0 work closely
with the Department and ouscr groups as it develops fur-
ther reccommendations on JTPA performance standards.

The Commission has taken preliminary steps to assist in
the development of model evaluation designs for States and
for local areas. These evaluation ¢ »signs and data bases are
intended to provide the Commission with a large source of
State and local information which, together with the national
Job Training Longitudinal Survey, will assist the Commis-
sion in meeting its evaluation mandates under the Act.

JTPA Reporting

The Commission has a very active interest in rcporting re-
quirements under JTPA because of the close relationship
between performance standards and reporting and evalua-
tion systems. The Commission has taken the position that
the JTPA reporting system must be consistent across States
and local areas so that performance can be fairly compared
and program information and innovations readily trans-
ferred. The reporting system must also contain enough data
for the Federal Government to meet its statutory oversight
responsibilities. The Commission has recommended that ad-
ditional data be reported through the regular JTPA systera
that includes post-program (follow-up) data as well as some
additional client information.

So that the employment and training community speaks
one programmatic language, the Commission has also
worked closely with public and business interest groups to
encourage the development of a consistent JTPA reporting
system across the Nation. The Commission specifically
worked with the National Governors’ Association to develop
a recommended, minimum set of post-program data for
States and local areas to collect until Federal requirements
are established.

Finally, the Commission staff produced a comprehensive
guide to the information that will be collected under cur-
rent JTPA reporting requirements, and, at the request of
the House Committee on Education and Labor, a compen-
dium of recommendations for JTPA reporting.

California Hearings and Site Visits

To gather information about title II-A programs, the Com-
mission and selected staff visited programs operated with
these funds on June 6, 1984, in San Francisco and June 7
in San Diego. The purpose of these visits was to learn first-
hand about the implementation of JTPA, pariicularly
public/private sector partnerships, State-local roles, the im-
pact of the reduction ir allowances and work experience
wages, cocrdination, and youth programming. The Com-
mission also heard from State administrators and local
private industry council and service delivery area represent-
atives abont JTPA implementation. Chairman Smith
reported to Secretary Donovan the Commission’s major
findings with respect to the status of JTPA implementation
1in California, following these visits and discussions.

Practitioners’ Task Force

A Practitioners’ Task Force (PTF), established in 1983, pro-
vides an additional source of first-hand informationto Com-
mission and staff. The group identifies areas of concern of
JTPA administrators at all levels and alerts the Commis-
sion to problems that might interfere with the program’s
successful implementation. Members represent State and
local governments. the Job Service, private industry coun-
cils, and community-based organizations. Meetings of prac-
titioners were held in November 1983 and March 1984, “with
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discussious focused on such specific issues as early program
enrollment problems, youth activities, effects of the
unemployment rate on sub-State allocations of funds, and
performance standards.

National Conference on Vocational
Education and Training:
Policy for Today and Tomorrow

The Commission cosponsored a conference, in collabora-
tion with the National Advisory Council on Vocational
Education (NACVE) and the U.S. Department of Educa-
tion, in Washington on March 15 and 16, 1984, The pur-
pose of the conference was to discuss how the vocational
education system might evolve in response to future
economic and social changes,

Insufficient information and funds to realign programs
were emphasized as major barriers to achieving programs
more in accord with the labor market. The need for adapt-
ability to change implied a greater stress on basic literacy
and math skills, and a lesser emphasis on job-specific train-
ing in vocational offerings at the secondary level. Accord-
ing to many of the speakers, post-secondary education will
need to learn to deal with adult students as consumers. The
role of private industry, both as a competitor for faculty
and a purchaser of the system’s “‘product,’’ was recognized
as increasingly important.

A summarv report of the conference proceedings is
available from the National Council on Vocational
Education.

National Longitudinal Survey of the Class of 1972
(NLS-72)

In August 1983, the Commission and the National Center
for Education Statistics (NCES) of the U.S. Department of
Education signed an interagency agreement under which
NCEP provided major financial support to NCES in its
NLS-72 Consortium Building and Transcripts Study. The
consortium approach has proven to be valuable. It has
allowed the survey to be more extensive and obtain more
information of particular relevance to the Commission’s
concerns. In particular, studies of the relationship between
education and employment success will be better able to
identify which components of the educational experience are
most closely associated with labor market outcomes. The
survey is being conducted by the National Opinion Research
Center.

The survey is proceeding on schedule in its two major
components: (1) prep~ration for the 1986 Fifth Folle-up
of the NLS-72 sample, to survey over 10,000 1972 higu
school graduates; (2) enriching the survey data base vy col-
lecting post-secondary schooling transcript information from
the institutions attended by sample members since 1972.

NATIONAL EMPLOYMENT POLICY AND
OLDER AMERICANS PROJECT

The Commission completed a comprehensive examination
of the labor market problems of older Americans and na-
tional enxployment policies that affect them. The Commis-
sion’s findings and recommendations were presented as part
A.

Commissioner Paul Locigno served as Chairman of the
National Employment Policy and Older Americans project.

A Commission-sponsored conference was part of the
background work for its report. This conference, which
focused on studics related to national employment policy
and older Americans, was devoted to assessing the research
findings and their policy implications. The studies were
cosponsored by the Employment and Training Administra-
tion of the Department of Labor and are listed in the
Research Report Series near the end of this report.
Policymakers, researchers, and representatives of interest
groups participated in the conterence.

The Commission undertook an expanded dissciiiination
of its findings on employment policies for older Americans
because much of the information it had collected had im-
portant applications for local and State government, pro-
gram operators, and the private sector. Additional segments
of the project included:

(1) A strategy development guide, Older Worker Employ-
ment Comes of Age: Practice and Potential, which informs
private sector, local and state public sector, and communi-
ty organization personnel as to what can be done to improve
the employment prospects of older workers.

(2) Conferences to disseminate NCEP information at the
local level and involve local private and public sector in-
dividuals and groups in cooperative discussions of the prob-
lems and potential of older workers were held across the
country in Nashville, Tampa, Cleveland, Boston and San
Francisco.

(3) A technical assistance handbook, 4 Practioner’s Guide
Jor Training Older Workers, intended to assist persons
responsible for developing and administering programs us-
ing 3 percent set-aside funds for persons 55 and over under
the Job Training Partnership Act.

CHANGES IN THE WORKPLACE PROJECT

At its April 1984 meeting, the Commission approved *‘the
employment impacts of changes occurring in the workplace”’
as an underlying theme of a long-term workplan. This
workplan consists of several discrete projects, each focus-
ing on a different factor that affects the number and types
of job opportunities. The first project is investigating the
effects of technological change, specifically computers and
computer-based equipment, on job opportunities.




Commissioner D. Quinn Mills serves as the Chairman of
the Work Group on the Changes in the 'Workplace.

Three questions guide the worl. on the employment ef-
fects of computer-based equipment:

* To what extent might the use of computers and
computer-based equipment, either in the production
process or in the form of new products, alter patterns
of job growth or decline in occupations and industries?
Which industries and occupations will be most af-
fected? Will there be geographic and international
dimensions of these changes?

* To what extent will the various types of comput.--
based equipment change the amount and type of
education and training required for occupations?

* Will workers and potential workers have the requisite
education, training and experience that must accom-
pany the introduction of this equipment into the
workplace?

These questions are being addressed through new
research, a synthesis of existing materials, site visits and
discussions with people knowledgeable in the area. The
Commission’s policy statement and the staff background
paper are scheduled for issuance at the end of calendar year
1985.

The second project in the long-term workplan will focus
on the relationship between employment and training
policies and America’s international competitiveness. The
Commission is beginning exploratory work on the policy
issues of concern in this area.

Displaced Workers

The Commission has had a long-standing concern over
displaced workers; their problems and the effectiveness of
policies designed to alleviate their difficulties. To assist in
developing policies that aid these workers, the staff prepared
a paper ‘‘Displaced Workers: New Options for a Changing
Economy,” at the request of the Senate Budget Commit-
tee. This paper has been widely circulated in the policy com-
munity and has been discussed at several policy conferences.
Also, the Commission endorsed or cosponsored five con-
ferences on dislocated workers, two organized by the Na-
tional Alliance of Business, and one each by the Brookings
Institution, the University of Rhode Island, and Cornell
University. At each conference staff members served as
presenters or discussion leaders, as well as providing advice
on the agenda.

The Commission funded a cooperative study of displaced
workers, using Unemployment Insurance data for five States
(Missouri, Nevada, Pennsylvania, South Carolina and
Washington) at the request of the U.S. Department of
Labor. The final report formed the Department of Labor’s
response to a congressional request for a study of structural
unemployment. A second study of Unemployment Insurance
systems summarizes recent innovations States are making,

such as partial Ul payments for persons on short wurk
weeks. The reports are available as part of the Commission’s
Research Report Series.

Another area in which the Commission actively par-
ticipated is in the development of legislative proposals. For
example, congressional staff have sought the Commission's
advice, and staff members have independently prepared
analyses of several proposals, such as the Individual Train-
ing Account.

Future work on displacement issues will in part be linked
to the Changes in the Workplace project. Another part will
follow the development of programs for displaced workers
authorized under JTPA Title III.

SPECIAL PROJECTS

The Special Projects Work Group is primarily responsible
for the development of proposals for a broadly defined na-
tional employment policy—an eriployment policy that in-
volves employers, labor organizations, and education as well
as Federal, State and local governments. Early work in the
employment policy area focused on information gathering
and consensus-building.

Commissioner Ke~neth M. Smith is Chairman of the Work
Group.

Employment Policy

The Commission adopted a position paper that was subse-
quently published as An Employment Policy for America’s
Future. This paper provided an overview of the then-current
employment situation and also examined potential future
trends. It also proposed a framework for the development
of a national employment policy that re~nmmended greater
prominence to employment concerns in general economic
policymaking, a partnership among the major sectors of
society in employment policy, and suggested principles and
actions that should guide employment policy.

This position paper provided the foundation for more ex-
tended and more detailed work on an employment policy.
The objective of the Commission’s plan is to develop specific
proposals for such a policy that can be understood readily
and applied consistently.

Developing effective employment policy provides an
organizing principle for all of the Commission’s work dur-
ing the next several years. The Commission’s examination
of changes in the work place, and changes in the workforce,
are part of its work in this area.

Needs of Employers

This project was designed to “‘improve the Commission’s
knowledge of what employers require, and what kinds of
employment and training programs are most helpful...,” as
described in the 8th Annual Report. In the summer of 1983,
Commission-sponsored reports were received tiat examined;
(1) the characteristics of firms that are likely to participate
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in employment and training programs, and (2) employment
recruitment practices.

Additional work was done on business-education partner-
ships during 1983. The Commission sponsored research
papers on separate aspects of such partnerships and their
relation to employment: One identified several critical
eiements for creating and sustaining cooperative relation-
ships; the other catalogued a.d analyzed different types of
employer-education partnerships that run the gamut from
elementary (0 2-year post-secondary education. The papers
were issued as independent research reports in the Spring
of 1984,

Meeting with British Manpower Leader

The Commission held a policy dinner with the
Honouratle David 1. Young, Chairman of the British Man-
power Services Commission in March 1984. Mr. Young
discussed the Youth Employment Scheme, a relatively new
employment initiative being tried 1n the United Kingdom.
Participants at the dinner meeting included Members of
Congress, Commissioners and prominent members of the
employment and training community. The assistance and
financial support of the German Marshall Fund of the
United States in planning and holding this dinner are
gratefully acknowledged.
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Appendix I: Practitioners’ Task Force

In planning projects and conducting research, the Commis-
sion often seeks the advice and guidance of experts in par-
ticular subject areas. These experts include academicians,
educators, business representatives, labor leaders, communi-
ty groups, and others with special expertise.

Our ongoing advisory group, called the Practitioners’
Task Force (PTF), has been in existence since the summer
of 1983. State and local administrators of JTPA programs,
the Job Service, and educational agencies, as well as
representatives from private industry councils and
community-based organizations, meet regularly to alert
Commission staff to program implementation issues and
concerns. Members of the Practitioners’ Task Force dur-
ing the periced of this report are as follows:

Garnett W, Brown
Director, Community
Services and Jnb

Training
Fulton County
Atlanta, Georgia

Edward Canning

Appreatice Training
Director

United Brotherhood of
Carpenters and Joiners
of America

Morwalk, Connecticut

*Ralph G. Cantrell

Commissioner, Virginia
Employment
Commission

Richmond, Virginia

John B. Clarke

Manager, Public Affairs
General Electric Company
Louisville, Kentucky

Patrick Colley

Director, Mayor’s
Employment and Train-
ing Resources Agency

Nashville, Tennessee

J. Herbert Dahm, Jr.

Chairman, PIC of
Rockland County, Inc.

President, Hutton-Johnson
Co., Inc.

Nanuet, New York

Ronald H. Davis

Vice President Industrial
Relatious

Caroiina Steel Corporation

Greensboro, North
Carolina

Barclay Gardner

Administrator

Pepartment of Employ-
€At Security

Salt Lake City, Utah

*Resigned from the task force prior to end of June 1984.

*Emily Glines

Director, Career Prepara-
tion Centers

San Mateo County
Superintendent of
Schools

Redwood City, California

Laurie Lop..-McNulty
Project Director

United Labor Agency
Hartford, Connecticut

*Jerald T. McNeil
Director, Colorado Office
of Rural Job Training

Denver, Colorado

*Anne Matthews

Chief Supervisor

Program Planning and
Development

Department of Education

Columbia, South Carolina

Randy Miller

Executive Director

The Oregon Consortium
Albany, Oregon

Ronald Montgomery
Legislative Liaison
Virginia Employment
Commission
Richmond, Virginia

farian Noe'
Program Director/SCSP
Urban League of
Westchester County,
Inc.
Whit= Plains, New York
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Marsha M. Oliver

President, Indianapolis
Alliance of Jobs, Inc.

Indianapolis, Indiana

George L. Ortiz
Corporate President
California Human
Development
Corporation
Windsor, California

Marlene Seltzer, Director

Eastern Middlesex Human
Resource Development
Authority

Cambridge, Massachusetts

Pat Tarrer, Coordinator

Youth Employment and
Training Programs

Columbia, South Carolina

Mr. Jjose Villarreal,
Director

SER-Jobs for Progress,
Inc.

Houston, Texas

*Federico Zaragoza
Executive Director
Governcr's Employment
and Training QOffice
Madison, Wisconsin




Appendix J: Comments of the National Commissioi for Employment Policy on the Reports of the
National Advisory Councii on Vocational Education

Under its authorizing legislation, the National Commis-
sion for Employment Policy is mandated to comment an-
nually on the reports published by the National Advisory
Council on Vocational Education (the Council). Since the
Commission’s Eighth Annual Report was published in
December 1982, the Council has issued the following
Jdocuments:

1. In February 1983, the Council testified on the Federal
role in vocational education before the Subcommittee on
Education, Arts and Humanities of the Umted States Senate.
Similar testimony was presented to the House Education and
 Labor Committee in June 1983. In the reauthorization of

the Vocational Education Act, the Council urged that the
Federal emphasis should be on assisting States to upgrade,
modernize and expand vocational programs. Federal funds
should be restricted to program improvement and leader-
ship and expansion of activities to promote quality and ex-
cellence. Expanded cooperative efforts with employers, and
improving access to vocational education for handicapped,
minority, female and older students were viewed as strategies
to help achieve these goals.

The Commission is generally in accord with the priorities
and strategies advocated by the Council. Its call for a Na-
tional Human Resources Policy is especially welcome as be-
ing consistent with the Commission’s April 1983 statement
on the need for an ‘““American Employment Policy.”” An
area in which the Council might usefully do further work
is identifying and making more widely known the opera-
tional details of the incentives for business called for in the
statement to ‘‘join in a cooperative effort with vocational
education in planning for changing technology...retrain-
ing...business donations...cooperative education work ex-
periences and...an exchange of teachers and workers....”’
(p.7)

2. In cooperation with the Commission and the State Ad-
visory Councils, the National Council held a series of
regional hearings in April and May 1983. (Cities and dates
were Dallas, April 12; Atlanta, April 21; San Francisco, May
3; Chicago, May 19; and Boston, May 24). More than 60
persons from the private sector shared their expectations of
vocational education’s role in increasing productivity, and
discussed ways to improve education-business relationships.
A written report has been published, ‘‘A Mation at Work,”’
in cooperation with the Commission and the National
Alliance of Business.

3. In March 1983, a Council report to the State Advisory
Councils suggested ways in which vocational education could
participate in the implementation and operation of programs
under the Job Training Partnership Act (JTPA). A foilow-
up study by the Council on the extent to which participation
occurred would be a useful counterpart to the Commission’s
ongoing monitoring of JTPA.

4. The Council's Annual Report for 1982 was issued on
March 30, 1983. It reviewed the membership and activities
of the Council during 1982.

5. In July 1983, Dr. Richard D. Ruff prepared for the
Council a paper entitled, ‘A Discussion Platform for the
Future of Vocational Education.”’ This document served as
background reading for the March 1984 Council conference
in Washington on the challenges facing vocational educa-
tion over the next 15 years. The Commission’s concern and
support for this activity are evidenced by its co-sponsorship
of this important conference.

6. Also, in July 1983, the Council, in cooperation with
the President’s Committee on Employment of the Handi-
capped, issued a study on the ‘“‘Impact of State Comprehen-
sive Agreements on Local Vocational Education Programs
for Handicapped Youth.”” Such agreements, the study
found, were associated with improved coordination and
delivery of services on the local level to handicapped youth
in special and vocational programs. The mnajor problem, the
study found, was that only seventeen States have such com-
prehensive cooperative agreements. One State without an
agreement, Missouri, was studied for the Commission in
1981 with respect to vocational programs for work-injured
adults. The lack of coordination, information sharing and
cross-agency referral was found by the researchers to be a
major reason for poor service delivery. This suggests to the
Commission that the Council may wish to recommend
Federal encouragement to the States on implementing
cooperative agreements for both youth and adults.

7. In its Position Statement on Vocational Education for
Students with Di;abilities, issued August 18, 1983, the Coun-
cil called for Federal agencies to engage in two major ac-
tivities: technical assistance and data collection. This leaves
unresolved the issue of a Federal role in achieving the ob-
jective of ‘‘expansion of appropriately designed vocational
programs for disabled students.’’ Some States are well ad-
vanced in the process of bringing handicapped students in-
to the educational and economic mainstream. Other States
may need more encouragement. Programs targeted on pres-
ent and potential employers to aid former students as they
move into the world of work seem a needed further step.
The Council could be very helpful in its technical assistance
function by disseminating proven program designs.

The Ccuncil is to be commended for its attention to these
issues, and the others discussed above.

A common thread in all of these activities has been the
Council’s stress on State and local activities and the recogni-
tion of diversity of problems and solutions. Members of the
Commission who participated in the Council hearings
unanimously found them enlightening. The Commission will
continue to work with the Council on vocational education
reauthorization, and on the other issues we have identified.




Research Report Series of the
National Commission for Employment Policy,
1983-1985

Retirement and Older Americans’ Participation in Volunteer
Activities, Research Report 83-01, June 1983

Emerging Employment Options for Older Workers: Prac-
tice and Potential, Research Report 83-02, Spring 1983

Coordination and Cooperation Between SCSEP and CETA
Operations, Research Report 83-03, Spring 1983

Factors Affecting the Participation of Older Americans in
Employment & Training Programs, Research Report 83-04,
Spring 1983 (Appendices, Research Report 83-04-A)

Sources of Labor Market Problems of Older Persons Who
Are Also Women, Handicapped, And/Or Members of
Minority Groups, Research Report 83-05, May 1983

Older Workers in the Market for Part-Time Employment,
Research Report 83-06, Spring 1983

A Human Resource Management Perspective on Work
Alternatives for Older Workers, Research Report 83-07,
Spring 1983

Age, Productivity, and Earnings: A Case Study of a High-
Tech Firm, Research Report 83-08, Spring 1983

Restructuring Social Security: How Will Retirement Ages
Respond?, Research Report 83-09, April 1983

Age Discrimination and Labor Market Problems ¢/ Dis-
Pplacea Older Male Workers, Research Report 83-10, June
1983

Eligibility and Participation Rates of Older Americans in
Employment and Training Programs, Research Report
83-11, June 1983 (Appendices, Research Report 83-11-A)

Multiple Liability? A Survey and Synthesis of Research
Literature Pertaining to Labor Market Problems of Selected
Groups of Older Workers, Research Report 83-12, March
1983

Older Workers’ Responses to Job Displacement and the
Assistance Provided by the Employment Service, Research
Report 83-13, April 1983

Innc sative Employment Practices for Older Americans,
Research Report 83-14, May 1983 .

Estimated Effects of 1983 Changes in Employer Health
Plan/Medicare Payment Provisions on Employer Cests and
Employment of Clder Workers, Research Report 83-15,
June 1983 (Appendices, Research Report 83-15-A)

Health, Pension Policy, ard Retirement, Research Report
83-16, January 1983

Displaced Workers: New Options for a Changing Economy,
Research Report 83-17, February 1983

Reorganization of the Department of Labor: An Analysis,
Research Report 83-18, February 1983

Present and Projected Economic Conditions and Employ-
ment and Training Policies, Resarch Report 83-19, February
1983

Public Job Creation and the Current Recession: An Analysis
of the Alternatives, Research Report 83-20, February 1983

Private Sector Job Creation, Research Report 83-21,
February 1983

Issues in Assisting ‘Economic Disaster Areas,”’ Research
Report 83-22, March 1983

A Methodology for Determining the Effect of Reducing
Support Payments on the Participant Characteristics and
Performance of Job-Training Programs, Research Report
83-23, March 1983

Voucher-Based Training for the Long-Term Unemployed,
Research Report 83-24, April 1983

lllegal Immigration: U.S. Economic and Labor Market Im-
pacts, Research Report 83-25, April 1983

A National Job Bank: A New Opportunity, Research Report
83-26, April 1983

Work Experience, Research Report 83-27, April 1983
Private Sector Participation in Employment and Training
Programs: Analysis and Policy Implications, Research
Report 8§3-28, July 1983

Partnerships Between Corporations and Schools, Research
Report 83-29, August 1983

Recruiting Workers, Research Report 83-30, August 1983
Tracking the Transition (Round II): A Report on the Status
of State and Local Preparations for Implementation of
JTPA, Research Report 83-31, August 1983

A Proposal for the Development of a Coherent Delivery
System for Federal Employment and Training Programs,
Research Report 83-32, September 1983

Becoming Partners: How Schools and Companies Meet
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