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ABSTRACT
This document reports the oral and written testimony

of witnesses at a Congressional hearing held to examine ways to use
the abilities of the rapidly growing older population, particularly
in professions such as child care where they have the potential of
making an important contribution to the education am. care of the
children of the United States. Witnesses included members of
Congress, officials of the U.S. Department of Labor and the Social
Security Administration, officials of the National Council on Aging,
the mayor of Union City (New Jersey), a project director of a day
care program in New Jersey, the director of the New Jersey Department
of Senior Employment Services, aul the public affairs director of the
National Association for the Education of Young Children. The
witnesses testified about proposed legislation that would exempt
child care earnings froa the Social Security earnings test so that
more older adults would be willing to be employed as child
caregivers. The witnesses favored doing away with the earnings test
entirely, since it usually is a disincentive for older Americans to
work. They also wanted Job Training Partnership Act provisions
changed so that older persons could be trained for child care, as is
being done by the New Jersey project, without being required to work
full time, which many older people do not want. Reports included in
the transcript point to the need to reconsider older adults and their
training and employment needs as well as the work force needs of the
country. (KC)
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BETTER UTILIZING AN OLDER WORKFORCE: A
FOCUS ON INTERGENERATIONAL DAY CARE

WEDNESDAY, SEPTEMBER 13, UN

U.S. HOWE OP RIPIUMENTATIVES,
Smar COMMITS:1 ON AWN%

SUBOOMMIITZE ON RATIRDMENT INCOME AND EMPLOYMENT,
Wagington, DC

The subcommittee met, pursuant to notice, at 1:30 p.m., room
2318, Rayburn Howe Office Building, Hon. William J. Hughes
(chairman of the subcommittee) presiding.

Members present: Representatives Hughes, Stallings, Hertel,
Jontz, Pallone, Tauke, Ridge, Meyers, Schuette, and Stearns.

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

OPENING STATEMENT OF CHAIRMAN W ;MIMI J. HUGHES
Mr. Humus. The House Select Committee co Aging will come to

order.
First, let me apologize for the delay, but we just finished, over at

the Capitol, under the Rotunda, a memorial service for our lath col-
league and friend, Mickey Leland, who was, as you know,
killed in a p e crash in Ethiopia just a few weeks ago. We d&
layed the hearing in order to see that that memorial service was
completed before we went and took any business in the House, so
we appreciate your bearing with us.

The committee has received a request to cover this hearing in
part by television broadcast, other print media, and by still photog-
raphy. In accordance with Rule 5.A, permission will be granted
unless there is objection.

Is there objection?
[No response.]
Hearing none, it will be so ordered.
First, let me just say that I am very, very happy to assume the

acting chairmanship of this very important subcommittee, and to
have the opportunity to work with my colleagues, particularly the
ranking Republican, Tom Tauke. We are going to see if we cannot
make this an interesting and a very productive subcommittee for
the balance of this year.

The purpose of today's hearing is to eaamine ways to better uti-
lize the abilities of our rapidly growing older population, particu-
larly praessions such as child care where they have the potential
of making such an haportant contribution to the education and
care of our children.

(1)
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STATEMENT OF REPRESENTATIVE THOMAS J. TAUKE

Mr. TAU1111. Thank you very much, Mr. Chairman.
Mr. Chairman, I first of all want W commend you for calling this

hearing.
Second, I want to express my gratitude to you for your openness

as we have begun to restructure this subcommittee under your
leadership, and I certainly look forward to working with you on the
issues a&cting older workau and retirees.

Mr. Chairman, I have a written statement that I would like to
submit for the record, and I ask unanimous consent that I be able
to do so.

Mr. Huojias. Without obill.?ction.
Mr. TAU= Thank you, MT. Chairman.
Mr. Chairman, about 2 years and 10 months ago my wife and I

had our first child, and it is a major chew, of course, in the Byes
of everyone when you have a new child. One of the things that we
discovered is that we had to begin to encounter the wasilerfizi
world of child care. And we were very fortunate to Bad a mese=
who was from my home state of Iowa who had come to Weabing-
ton, DC, after retiring from John Deere out in Iowa, and she wee
available and interested in coming to our home periodically and
taking care of our son. it is a wonderful arrangement for him and
for her and for us.

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

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

Obviously the demographics of the work force are going to
change a lot over the next decade. We expect that the work force is
going to be getting a lot older. At the same time, we anticipate that
there it going to be a demand for more workers in the work force.
We End from survey information that a lot of older workers want
to remain on the job, and they would like to have some choices

merit upon retirement in a field that is different from thetial=
about whether or not they should retire, or perhaps, seek

career in their lives.

*mining our employment and retirement I am hopelkil
I think that it is very appropriate eon* time. "ti-

tbit dating the course of this hearing, ethers that we may
ban is this soLummittee, that ye WW bs Ebb to SW se easste-
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age policies that will promote flezthility in the workplace, that will
accommodate older workers, and that we will provide MIIIMOSON
through the J'ITA and nue 5 to provide adequate educational and
training opportunities to older workers. I hope we can work on
policies that will insure that adequate education and

traportunitiss are available to workers who have speciali= 4):
order to MI a slot in the work force.

And, of course, I think it is worthwhile for us to look at policies
that will actually encourage older workers to remein in the work
force.

As you alluded to in your statement, Mr. Chairman, we do have
a mejor problem that needs to be looked at, and that Is the &dal
Security earninp test. I strongly support eliminating the Numbge
limitation, and I am plessed to join with you in taking a BM step
toward that goal by eliminating the earninp test for child care
earninp, something which woad help Eleanor and Tom and Bev-
erly nuke.

Mairman Hughes and I have introduced i,gislation that would
enccarage Americans to provide child care, those in many in-
diumss who are most skilled at doing so, and would ease the
demand for child care workers. It also, of course, would provide a
tremendous opportunity for many seniors to engage in activities of
which they want to be a part.

I look forward, Mr. Chman, to hearing the teethuony of the
witnesses.

[The prepared statement of Mr. Tauke followsl
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I am pleased to join our new subcommittee chairman, Sill

Hughes of New Jersey at this hearing to discuss labor force

participation and retirement trends of older workers. 1 share

many of the chairman's concerns regardiPg older workers and

retirees and look forward to the testimony that the subcommittee

will receive today.

In the background materials for this hearing, older worker

is defined as a worker aged 55 or older. Some emplorment

programs define older worker as a worker age 45 or older. Early

retirement, as defined under the Social Security Act is 61 years

of age. In the private sector, early retirement options are

generally presented to those age 50 or older. Many early

retirees re-en.er the workforce and take on new opportunities.

Om the one hand, I ask, what is old? Who should we target when

we speak of older workers? Om the other hand, what is

retirement? I believe that this question, in particular, is

important to discuss in terms of both future employment policies

and benefits policies.

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

average life expectancy ever-Increasing, the average retiree can
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The Honorable Tom Tauke
September 13, 1989
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anticipate many years of the "good life." Throughout this

century, the relative importance of earnings in retirement has

declined considerably. In fact, Social Security, pension ineeme

and savings represent about two-thirds of retirement income.

Many retirees want to return to work after few years of the

"good life." Given the demographic projections over the next

twenty years, this trend will be significant.

Additionally, I am concerned about policies affecting

displaced older workers: older workers who involuntarily

retire. Many older workers, primarily from the manufacturing

sector and through down-sizing initiatives, have lost jobs and

have found the job search exceedingly difficult. Older workers

have found that the native language in the workplace of 1989 is

computer-eze. Many older workers need assistance to re-enter the

technologically advanced employment mainstream.

This trend underscores the importance of public and private

sector involvement in education and training programs. While the

Job Training Partnership Act has provided key assistance to

displaced, older workers, the public and private sectors can do

more. Clearly, both the public and private sectors benefit from

providing older workers with new skills for employment: the

10
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September 13, 13119
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public sector benefits by increased productivity 'Mile the

private sector gains by utilizing experienced, productive,

committed older workers.

As we w. I hear today, older workers and retirees are

increasingly the target of day care providers' employment

searches. I commend our witnesses not only for establishing

meaningful link between senior citizens aud children. After

reviewing information on these recruitment efforts, I thought,

what a logical source for day care workersi!

I also serve as the ranking Republican on the Subcommittee

on Human ResoJrces, the subcommittee with jurisdiction over many

programa affecting the elderly and children, and have him the

opportunity to work on developing alternatives to: child care

policy. I believe that the New Jersey programs thct we will

learn about today are models for other communities to examine.

In an effort to further encourage retirees to become child

care providers, I have joined Chairman Hughes in introducing

legislation, H.R. 3079, to exempt child care eainings from the

Social Security earnings limitation. While I unequivocally
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support repeal of the earnings limitation for all retired

workers, I believe that this measure sends an important message

to retirees who want to continue to work -- we have an important

job for you to consider.

Frequently, news items highlight the future demographics of

our labor force. Me have heard about the impact of the aging of

the "baby-boom" generation on various employment and economic

policy considerations. This hearing provides an important form

in which to discuss the changing needs of a key component 0 cur

labor force -- older, experienced workers.

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

STATMENT OF RSPRICSENTATWE JAN MEM*,
Ms. MZYM. Very briefly, Mr. Chairman. I would hke to com-

mend you also, and to commend you and Mr. Tauke for introducing
this legislation of which I am a oo-sponsor. I have to leave the hear-
ing early bemuse I have another committee meeting that has a
mark-up going on, but I will iery attentive to the testimony.

I wmild like to request before 1 leave, if you do not think it would
burden your piece of legislation too much, that you extend this ex-
emOlon. I, of course, favor doing away with the earnings tnt en-
tinly, but I would like to extend the exemption N3 elder care.
Within the last 10 years my experience has been that my parents
were healthy, mobile, but frail. We needed peGple to stisy, with
them at nigi..4 and we had people with them around the dock, as a
matter of fact.

If someone aged 65 to 69 did not feel that they were physically
strong enough in some cases to bear the burden of daytime stay
with my parents, we did have several poople who felt that they
could stay with them at night, or during quiet times during_the
time, or to do food shopping whiie another stayed with them. How-
ever, because of the earnings test, and the difficulties that were
outlined by Mr. Tauke, we had a hard time. I think there are so
many things that people 65 to 69 can do if we wolld better encour-
age them.

I thank you for ) c-ur legislation, and I do look forward to the tes-
timony. If I cannot listen to it, I will read it. I thank you very
much.

Mr. HUGH'S. Thank you, gentlelady. The gentleman from Flori-
da?

STATEMENT OF REPRESENTATIVE CLIFF STEARNS

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

I share with my colleagues here the problem. I am, of course,
from central Flsrida, where the average age in my district is over
55, and many of the busineeees down there are servite-oriented. I
hear the general complaints that my colleagues have spoken about,
but also the complaints center on the individuals who go into the
work force and work until May or June in motels, in restaurants,
in service-related businesses in Florida, and then they quit. They
spend the rest of the year trying to seek money and lots of times
they take the approach that they want somebody to pay them ir
cash. If they decide not to work then they come back the following
year ane in many cases it is new jobs where they are retrained. So
I hear from employers down in my state the complaint that "why
can't we repeal the earnings tart?"

I think the hearings we are having here today dealing with child
care art :mportant, mid I commend you for that, and I hope that
we can move to a broader scope on this and hear the panelists
today to confirm some of the things nhave talked about.

13
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Thank you, Mr. Chairman.
Mr. Hwang. At this time, I would like to introduce in the record

the statements of Representatives Thomas J. Downey, Jerry Cos-
tello, and Jim Courter. Is there any *action?

Hearing none, it will be so ordered.
rm. prepared statements of Repreeentatives Downey, Costello

and Courter followl

1 4
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STATEMENT OF THE HON. THOMAS J. DOWNEY
AT HEARING ON

"BETTER UTILIZING AN OLDER WORKFORCE: A FOCUS ON PROVIDING
INTERGENERATIONAL ce:Ln CARE"
Wednesdly, Septembf. 13, 1989

1:30 p.m., 2318 RHOB

I am pleased to be here this afternoon to welcome our

witnesses, and I would like to commend Chairman Hughes for

calling this hearing. The topic of utilizing an older workforce

and focusing on intergenerational child care is a timely one and

one that has been of great interest to me for some time.

On August 2, 1987, the Subcommittee on Human Services held a

hearing entitled, "Future Directions of Title V: Community

Servuce Employment for Older Americans." That hearing had as its

focus the future of Title V of the Older Americans Act, and

specifically, the exploration of opportunities for expanded

intergenerational activities within the Title V program. Today's

hearing serves as an excellent reaffirmation of commitment to the

combined talents and needs ot the elderly as well as our nation's

young people. I am pleased that the number of older workers is

continuing to climb successfully to the great benefit of our

Nation's cnildren.

The witnesses testifying today bring with them a wealth of

information on the status, needs and concerns of the cider

worker, and I am pleased to once again see Dana Berry who will

update us on the prOgrpSS of the Union Ct.y Day Care Center,

which two years Ago was serving as a modnq program which trains

older workers to provide Child rare %ervICeS, and which obviously

is flourishino since she last testified beiore us.

15
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-2-

In my dual responsibility am the Chairman of the

Subcommittee on Human Services and as the Chairman of the

Subcommittee on Human Resources of the Ways and Means Committee,

am veiy intrigued by the idea of intergenerational programs.

These programs grow from a mutual need, and the combination of a

senior and a cnild working side by side brings a variety of

rewards and satisfaction, ranging from the affection a child

gives to a lonely older person to the financial rewmrds gained

from providing child care. The ever-rising costs of child care

are forcing single and working parents to cope with finding

proper and adequate child care for their children. The child

care industry a few years back began to look to older people as a

labor resource to help offset the constantly rising costa of

child care. According to the 1980 census, individuals over the

age of 55 account for 25 percent of the Nation's workers in

family day care and / percent of pre-rchool teachers.

As the Chairman of the Ways and Means Committee's

Subcommittec on Human Resources, I am very proud of language

recently introduced into the Budget Reconciliation Act which will

provide funding for 10 demonstration projects across the Nation

to utilize volunteer senior aides in providing basic medical

assistance and support to families with moderately or severely

disabled or chronically ill children.
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-3-

There projects, part of the National Council on Aging's

Family Friends Program, would bring older adults into homes of

children with handicaps and chronic illnesses to offer

assistance, support and friendship. This is an example of an

intergenerational program that joins the needs of many for the

benefit of all.

As the Chairman of the House Aging Committee's Subcommittee

on Human Services, I am pleased that Title V of the Older

Americans Act has received an authorization from the House

Appropriations Committee of $354 million for FY 90, an increase

of $10.2 million over the FY 89 level. The Committee, by

approving this increase, reaffirms its support for this effective

program and encourages efforts aimed at expanded programs for

seniors.

In July of 1988, a summary was provided to me by the

Department of Employment and Training Administration of the

Department of Lsbor which gave some preliminary data on the

estimated number of Title V participants enrolled in child care

activities, job corps centers, literacy and other activities

during 1988. The total estimated number of partic' ants at that

time was 5,772, which was 9% of all Title V activities. I look

forward to learning from our witnesses today what the status of

that number is today, and what is being planned to better utilize

our Nation's seniors in fields like child care.

Next year, we will t, celebrating the silver anniversary of

the Older Americans Act. Thls Act has been provióing needed

support services to very special seniors for 25 years. /t is

only right thet we focus our attention on those seniors and the

special contributions they can make to our Nation and to our

Nation's workforce.

17
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OPENING STATEMENT

BY U.S. REP. JERRY COSTELLO, ILLINOIS

SELECT COMMITTEE ON AGING

SEPTEMBER 13, 1959

°Better Utilizing the Older Workforce°

mr. Chairman, over 65,000 senior citizns live in my

congressional district, and they share the same concern that

faces every American family: having enough income to live sell in

their older years.

Older workers could play a special role in the American

workforce. To every job, older Americans bring special

perspective: work experience, a serious work ethic, and an

independence that will well suit many employers.

This hearing will focus on how to better utilize older

workers to rake our economy stronger and improve living

situations and income generation for our seniors. I look forvrrd

to hearing from today's witnesses.
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I am very pleased that tbe Select Committee on Aging Subcommittee
on netirement Income and Imployment is holding this hearing today to
addrees two critical iseues facing the nation: the eenior citizen
workforce and daycare.

In January, I held a hearing in my home state of New Jersey to
discuss ways to bring senior citizens iste the workforce. This is
very timely issue in New Jersey because of the serious labor shortage.
Yet at the same time Mew Jersey is trying to seet the labor needs of
businesses, there is substantial pool of labor, comprised of senior
citizens, thet remains largely untapped.

At the same time, the nation is facing another problem -- the
shortage of qualified, experienced day care providers. We all know
that there has been revolution in the American work force. Millions
of women hove entered the labor market in recent years, and they now
hold almost half the jobs in our natiom. While the estrance of women
into the business world is good news for the nation, many women will
not be able to work without increuad daycare opportunities.

There is an important way tbet the federal goverment can increase
the pool of qualified day care providers while at the same time
encourage experienced senior citizens to reenter the workforce, and
that is through reforming the Social Security retirement earnincs test.
Social Security currently reduces benefits to retirees under the age of
70 by one dollar for every two dollars in earnings above an annual
ceiling. This year, the exempt amount for recipiemts under 65 is only
$6,480, and beneficiaries aged 65 to 611 will be able to earn only
38,41:10 without benefit reductions. This policy is completely
incoupatible with the old-fashioned American work ethic, since it
penalizes senior citizens who poness the skills and experience that
would allow them to make significant contributions to the nation.

Let me state that I would prefer a complete repeal nr this penalty
because it limits older Americans' freedom to work, encourages workers
to join the underground economy, and is an adminietrative burden for
Social security. Instead of encouraging older Americans to be as
productive as they can or as they went, the earnings penalty sends the
opposite message: that their efforts aro unneeded and any attempts to
contribute to society will be met with SO percent cut in benefits. I
have long supported legislation to repeal th earnings test.

7. an avers, however, that there are those Who oppose repealing the
earnings test, and this has stalled legislative efforts to correct this
flawed policy once and for all. While I strongly disagree with that
view, I believe that it might be possible in tbe short-term to modify
the earnings test to target alleviating the current day care crisis.

I have cosponsored legislation introduced by my colleague from New
Jersey, Mr. lughes, to exempt child care earnings from the Social
Security earnings test for workers aged 45 and older. I believe that
this measure will encourage more senior citizens to provide child care
services, which will be gmod for the older workers, good for the
parents who will be able to find quality child care, and most
importantly, good for the children, wbo will benefit from years of
experience.



16

Mr. HUMUS. Thank you very much. We have two very distin-
guished 1?anels. Panel 1 consists of Carolyn Golding, who is a
Deputy Assistant Secretary for Employment Programs with the
Unitea States Department of Labor; Louis Enoff, who is the
Commissioner for Programs, Social SecuriV AdministrationD7P=
Daniel Schulder, Director of Public Policy, liatioual Council on the

We welcome you here today. We have your statements, which we
have read, and will be made a part of the record in fUll without
objection, and we hope you can summarize for us so we can get
right to the questioning.

Why do we not begin with you, Ms. Golding. Welcome. But
before we begin, let me intmduce for the reoord the paper Beck-
ground Information on Older Wor. ma: Demographic Profile, Labor
Market Characteristics, Participation in Federal Employment Pro-
grams, and Involvement in Providing Child Care.

2'J
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No me desk definition dearly demerbes %Mar woritme - It is relative Um

which can very greatly depending ea the meted la which it% beim used. Per imetseek ft
Is sometimes used to &weft individuals la their Ors who mak additional teekkg es
they far/ remain prodeetive by keeping pee with elmeghqg leshnoksies. Or it Meld
refer to someone in their Ws who attempts to overeeme age abiamepping la tiding
programs or job oppoetealtlss. Or it sa be used to deseribe someone to their Ors or
beyond who seek flestis alternatives to the stink, job stimeture so thatithsy soy
conthme working beyoad the company's eaermar mithenneet age.

k the context of this hs.r4r, the °eider wafture definitien will toms primariV on
the category of workers who are eligimis to participate la the !okra! gevernmentb Mier
worker employment programs within the Job Troika( Partnenhip Aet sad the Senior
Commtmfty Service Employmant Program - sge 55 and Mime.

_Igeftglitastkopaftat
While a variety of Federal legislation has been passed in recent ykwe to dim or

encourage workers to extend their worldives, an Increasing number of indiWduals are
leaving theft jobs at an earlier age. Many employers have made earner sod earlise
retirement possible through options offered in their parolee plans. The net result is that
labor force perticipation rates for older workers have been falliag, and Mises rates ere
expected to continue to tall. A growing number of Amadeus are speedily a meek
greater proportion of their adult lives outside the workforce. The trend towards earlier
retirement has raised questions about the impact of current public and private workforce
policies on older workers and the Nation's productivity.

0 Since 1960, the participation rates for workers aged 56-64 dropped from 17% to
around 70% today.

0 The median retirement age in 1910 was age 61, with two-thirds of the workers having
retired before ego 65. Projections for the year 2000 by the Department of lmbor
show a eontinuation of this trend.

0 Although males spend on average seven more years in the laaor force in 1916 than
they did at the turn of the century, their worldng lives emoted for a smaller
proportion of their Weapon (around 5596) than in 1900 when males spent 69% of their
lives worldng. For women, since 1900 the average number of years spent in the " r
foree hrreased from 6.3 to 30 years today, and from 13% of their Warman to 3 .

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

0 As workers grow older, the occupations in which they are employed change somewhat
from those they occupied during their youth, particularly for workers 65 and over.
Worker.. 65 and over tend to be in occupations that require more seniority or
experience, or those which allow for flexible schedules or part-time work. For older
worker,' (all races), service occupations represent a larger share of total employment
for those 65 and over eompared to all workers.
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Certain grows of eider workers, s. eh as women and minorities, tend to expermase
partlealar Wrinkles trying to re-anter the Mae forte &se to psat work WW1.,
stereotypes, and other barriers. Bleak end alwanis embers $I and over have
higher inemployment rate end are wiempbyed longer thee other older mews.

Nahuml warseps indicate that a sikatardial nuseber of retirement op workers (sem
surveys ladiente as mach at 4$ - S016) are laterested hi eentinning to work, generelly
Oil a part-time basis, sad that if fleadbl wsidwg arrangements were mode swileides
many "retirees* wouid continue to work

kft jggEtaftikam jakcfttime
0 Older workers have the lowest unemployment rate of any age grow. However, onee

an older meow becomes imemployed, he or she will be unemployed for a lower
period than any other age grow.

0 Unemployed older workers are len likely to be successful in finding new employment
then workers in general and are more likely to withdraw Lom the labor force once
they become imemployeri

0 while studies indicate that most older workers are happy with the timing ot their
retirement decision, many others do so because it is the beet option available. Many
who wodd choose a Owed retirement or seeond career oftan find snob options
imavailable due to institutional rules, public or private policies, or job market
realities.

0 Studies wdertaisen by the Department of Labor weal that workers faced with the
choice between continued full-time employment (during which some pension benefits
are lost), parr-time work for relatively low wages, or complete retirement generally
°PI for oomplete retirement.

0 Older workers attempting to reenter the labor force often must overcome myths and
stereotypes concerning ths productivity of older workers, a laek of suitable training
opportimities, and policies such es the Social Security earnings test which discourage
continued employment beyond age 65. (See description of earnings test on next

lbenorrowas Harkforee

0 The number of older individuels will inorease during the next decade, while the pool
of potential younger workers will actually decrease. By the end of the eentury, the
median age of the labor force will increase from IS to 311. Between now and the yesr
2000, the number of workers *vet sge $S will slowly increase. while The number
between the ageo of 14 and 24 will be almost I million less than in len.

0 libels, Hispenles, and Asians and other moss are projected to maim up
approximately ST% of the growth in the labor force between now and the year 2000.
Including non-Hispanic white women Increases this percentage to OM.

0 By the yew 2000, workers between the ages of 31-S4 will make op 53.2% of the labor
fora compared to 41.796 now. The percentage of workers I1S and over in the labor
force is projectai to decline slightly, falling from 2.0% in 1557 to 1.096 in 2000.

- 2 -
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ftWAElgiallmbleTat s IPAGINII "%Su

While there is dig:ogre:meat ewer the total impact of the Sesial Sew Sty undies
test on the number ot older individuals who might otherwise esatinee workke beyea age
$5, most studies on the subleet reveal that there are a uflesat amber of empirews end
employees who view the earnings test as an importawt dishonesties to staytig in the labor
force.

CURRENT LAW: Older workers between the ages of 115 and 1111 who earn income
hove $1,500 ($740 monthly) lose $1 in Social Security benefits for
every $2 they esrn above this limit.

Beneficiaries aged 12-$4 may earn up to KOS a year ($5411 monthly),
in wages before they start losing $1 in benefits for every $2 they
earn above ties limit.

In INS, these individuals will lose $1 in benefits for every $3 they
earn above the limit.

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

The earnings telt does not apply to pensions, rent, dividends, or any
other types of "unearned" income.

H.R. W711: Legislation introduced August 2, 1 NI by Rep. Hughes and Rep.
Tauks would exempt child care earnings from the Social Security
Earnings Test for workers aged $5 and older.

According to the Congressional Bodget Office, the cost of this
legblation would be $15 million in the first year (FT IWO and
$15 million over five years.

This earnings test exemption I targeted at a traditiosally low-wage
profession. According to the Department of Labor, the average
child care service provider earns between $5,11$11 and $12,81111
annuslly.

The amendment addresees the need for an increased amount of
child care providers.

- 3 -
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FIDIEUIL PWTNT IFECIORAIII FEETA1111110 TO MORI WORMS

The Senior Contamity Sendai Employment hives EXAM br Older Auks= le
authorized under Title V of the Older Almeria= Aet. Its mandate is to create =eta part-
time amortised= is oommimity envies zetivities targeted to =employed low-Insome
pewees who are $S years old or above, and who have poor employment prawn&

Prrum

0 Althagh the program worts a relatively small number of jobs $5,8841 in the INS-
= program year Um estimated 111 et those who are potsutimly elletiod it is the
most viable federally supported employment proven for olds: peso=

0 lbe program not only provides opportunities for part-thez employmeat end =some for
older persons, hut also contributes to the general welfare of eommenities by serene as
a sown of labor tor varioue community serene =tattles. Soma amellose aro plated
In private seotor employment after pertlelpation In the program. In resent yews, the
rate of traneition to private sector employment has increased.

0 The ineome level of participants must not =seed 1255 of the poverty leveL
Participants may work up to 1,300 hours per year and averege 211-25 hours per week.

0 Enrollees are paid no less then the Federal or State minimum wegi or the lead
proven's, rate of pay for similar employment. For the 1180-N program year, the
oversee hourly wage was $3.51.

0 In addition to wages, participants receive annual physical examinations, personal and
job-eilated eounesting, and some training.

0 Funds are allocated to national organizations ard to state agencies on seine aceording
to a forumula specified by law. The =llama goneoring agendas wee Orem Thumb
Inc., National Cowell on Aging; National Council at Senior Citizens; American
Association of Retired Persons; U.S. Department of Violin= of Forest Service;
National Caucus and Center on Sleek Aged; Asoelacion Nada= Pro Pena=
Mayoras; Nationel Urban League; National Pacific/Asian Resew= Center on Agirg
azzl the National Irian Canal on Aging. In reeent yews, national agadutions have
received 78 percent of the funds and state agendas, 22 peanut.

0 IN pt. of Labor deta show that a majority of enrollees are female, about half MN* lase
Pen a high sehool education, and slightly more than a third are minorities. About half
are between the ages of 55 and 44, and about one-quarter are TO years or over.

0 In the 1019-00 program yeer about two-thirds of the job placements were in ameba
activities, and the remainder were in services benefitting the elderly, such as
providing assistenes in elderly nutrition programs.

0 Appropriations for the program have loofas= by almost 25 pereent since 1182, from
$277.1 million to $343.5 million tor the program year beginning in July 1101. Ramat
legislation reauthorized the Title V program for far yaw =rough 1=1. Cheops
included setting administrative eons at 13.5 pmeent of Federal funds (previously set
at 12 perces°, and liberalising eligibility requirements tor Federal housing and food
stamp program partielpetion for persons receiving mu. V ages.

- 4 -
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The ids Trefoil* MOM lin Aci 4.I1W

The Job Tab*. Partnership Aet (ITPA) was enacted in 19111 to melee* the
Comprehensive Employment and Training Act (CETA), and authorise variety ist truth*
and related programs for low-become and dislocated workers. Two programs of Weary
interest to older workers 11.--e the title Q-A block grant for economically deadvantaged
acalts and youth, and the title III program for dislocated workers. All JTPA programs are
permanently autkrised.

0 Authorises the single largest pregam ladle JTPA, and peovidis trebly sod
employment related services to economically disadvantaged workers. At beset N
percent of perticipants muit have incomes no higher then the Offies of Hansgement
and Budget poverty line, or 70 percent of the Bureau of Labor Statistics lower Bebe
standard. Up to 10 percent may have higher ineornes if they have another barrier to
employment.

0 Services available include full range of training and related setivities, induce%
basic ane remedial education, classroom training, and on the job training. However
public arviee employment under title II-A i specifically prohibited.

0 A nationwide network of Private Industry Couneils comprised of local business
representatives and other interested individuals, plan and administer the Warm
jointly with local elected officials. Local programs must meet mandatory notional
performance standards which measure factors such as job placement rates and cost
per placement.

0 The overall title II-A prcgram is heavily targeted on youth end welfare recipients. At
least 40 percent of funde at the local level must be spent for disadvantaged youth, and
recipients of Aid to Families with Dependent children must be served in proportion to
their incidenee in the eligible population.

0 Very limited support services and income maintenance payments are available to title
II-A participants. Typically, support service* include ehild care and transportation;
income payments are generally subsistence level and based on need. No more than IS
percent of funds can be used for support services and income support.

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

0 3 Percent Set-Aside Three percent of FY89 appropriations ($1,717,000,000) for
title 11-A are set aside at the state level specifically for low-income older workers,
age SS and over (54 million). The 3 percent set-aside for older workers is administered
directly by the states, in conjunction with local service delivery areas, and is intended
to result in the placement of older workers in private sector jobs.

0 Although, the National Commission for Employment Policy recently reported that
many states have not been able to spend all their 3 percent funds, some studies
indicate that more older workers continue to be served each year. The commission
suggests two reasons why older workers may not be well represented in JTPA
programs. Older workers may not be interested in trsining for full-time employment
(a mandatory performance standard); and program administrators may recruit younger
workers more aggressively to improve their job placement rates.

- 5 -
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Title III of "TPA authorises employmmt tralidig swims tor &Waal weehsee Mae

ore defined very Weedy la the kw as hwelmterily emagloyed aortae she are udiady es
rears le their preview oseatatioe ar toti7. The defleithe Wiser lag-UM
unimployed Walesa Wm haws limited cçps,tdes fir re-employmest, inekdag Nair
WW1011$ who may tam mdataatial Maims to empleymad dos to their s. There are so
Imam elkibillty criteria for pertielpatim la title Illi eligible ImvIis me Mt
seeemarity lovi-ineeme,

illorvieei aothorined wear title UI Meade fall reap at empirsemest trebegy
related attivitles, laNaike Job semeh essitesee. As aelgailj mated, Mae 1111
andaised the man Ilmitathas ea moppet sondem end biomes staged as title SA.
However, castes trade legated= emoted by the leeth Canvas stibeteatially
revised the title UI program and will permit mare flexibIlity to prookien et lame
import to didanated workers who enroll in taloa( early Ma* thelr peeled of
unemployment.

0 Although title Ul is sttetentially smaller than title U-A, it arm a greater properties
of eider workers. Hocken ego 55 and over ham inereased as a reread at total title
HI eavollms from 1 proud In program year 11101 to II permit in adersa PeN Int
to PYM title 111 was appropriated $113.11 million and saved effeminately INAS

Coordinating MA md SCUP Results is Older Verities dervied as Qibi Care Freddie,

In Union City, New Jersey, low-Income older mean (55 and akar) are being trained
and employed as paraprofessionals In the Dad of child day oars at the Oak* City Day Cere
PrOMM, Ine. (UCDCP). Two of the witnesses la !seal II, Ms. Dana Berry the Projeet
Director, and Union City Mayor Robert Menendez, will deem the pertieulars of this model
program.

0 Under the coordinated program, eUgible participants reeeive eight weelm of classroom
traininv In an innovative curriculum of early childhood education d development.

0 The clasmom training component le sponsored by and funded Omagh the "PTA
program adminietered by the local county Office of Employment and Training me
Private indatry Coma. While enrolled in classroom training, participants merge.
stipend of $3.35 per hoz paid directly to them by participating sponsor organisation
under the Title V Senior Comm mity Service Employment Program.

0 Following completion of trainag, partieipants are placed In cloy eare ade positions a
public and private non-profit day cars centers and after sehool prevents throughout
ths county which hue been pre-screened by the UCDCP. litis phase of the modal
program consists of op to six mantle ot work experience during width UCDCP
graduates work for up to twenty hours per week and receive $3.35 per hour stipand
paid directly to them by sponsoring TUIs V organization.

0 At the completion of the six month period, graduates man e Into on-subsidised
employment, eithsr as employees of the partIcipatag Mild care fecility, or ht other
private or public sector dey care and after school programs. Graduates who prefer to
provide home based day care es seif-employed contractors an do so and tee:Mimi
assistance is available. Continuing education for graduates is oleo available through
weekend workshops and semlnwr activities.

- 6 -
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slvagege_ft*withggibioffintnarm
Although coordination between the 8011110 and JTPA ts officially awninged, Gad the

Union City Day Care Project Is clear example of whet tan hopper. when this Geese% JTFA
and the SC8E? contain features which make coordination difficult and create disiseentives
tor program operators.

0 Under the SCUP, the number of hours worked are restricted to pert-time
employment, and under JTPA employment murt be full-time.

0 Fromm operators aro not credited with job placement of an individual after training
ustder JTPA and subsequent placement in SCUP position.

0 Under JTPA performance strndards the wage at entered employment must exceed the
minimum wage under the SCSEP, the wage cannot exceed the minumum wage.

OVERVIEW OF CHILD CARR 1NDUSTRT

The United States is the only Western nation, besides South Africa, without a
coordinated national system to govern the provision of child day care service. It is
estimated that support for day care services is provided through more than thirty Federal
programs. None of these programs exclusively support child day rare services per se.

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

WORKFORCE TRENDS

0 more then 70% of women ageil :3 - 34 are in the labor force. In 1950, only 35% were.

0 In 1950, only 12% ^f women with children under age six worked. Today, 57% do.

o Based on Bureau of Labor projections for the yesr 2000, the demand for child ears
workers will grow by at least 20%, while demand for pre-echool teachers will leered=
by at least 36%. This demtnd reflects both the anticipated eontinUed growth in the
number of preschool children with a mother in the labor fore*, and the growing
percentsee of children enrolled in group programs prior to school entry.

RECRUITING AND RETAINING EARLY CHILDHOOD STAFF

0 In 1988, there were approximately 1,250,000 public and private child care workers
providing child care in a variety of arrangements. Women comprise over 95% of all
child rare workers.

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

0 Average salaries range from a low of $4,800 for those working in private households to
hetween $10,000-$12,000 for child care wor -en in structured educational settings.

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

)ne measure of occupational retention is tenure - the average number of years a
.. orker remains in a given field. Child care workers have an avenge tenure rate of
2.7 years, compared to an average tenure of 12.5 years for a secondary school
teacher. In addition, the percentage of child care workers leaving the industry from
1986 to 1987 was 35.2% compared to 9.1% for secondary school teachers.

- 7 -
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flattening out, or even a small upturn in tbs labor force participa-
tion rates on tha wt of men and imam, older men and woman.

Another impoeW point for us to note, I think, is that
those older people Who are still worldwg there is a continuing=
ency to move away from full-time .mjlo,saunt and into pariAluse
employment. Bwhaps these recent chews reflect tim mesa
strong economy and the strong demand for labor. We hays =Wed
20 million new jobs in the last 7 years. We also are uss a phe-
nomenon that has been widely reported, and that is a slowdown in
the number of youth entering the labor force.

With the strong demand for lel er in recent particularly In
the services area, which Mr. Stearns retail
where many youngsters have traditional worked, sonment7t
had to take up the slack. A bit of it has token up by older
wo.ters.

A few words about older workers who are asked about retire-
ment. Those who say that they would like to work bepaid the

.normal retirement age prefer the option of part-time work with
their current employers to having to go out and rind a nww job.
However, this gradual retirement option, if Tau will, of moving in a
transitional way to retirement from full-time to partetime work
with the same employer, and then to f1111 retirement, as an option,
is rarely available. Most employers do not provide employees with
such a choice.

And as is pointed out in the BLS report, which you have, the
part-time job market tends to be very limited in the types of work
that is offered and in the financial rewardo for that work. It is true
for all workers; so it is true also for older workers.

What we are seeing is that when a worker does retire, or at least
until now, they tend to retire at the earliest age allowed under
Social Security, and when they retire two-thirds of them leave the
work

The question to answer, I think, is to what degree would
these wor rs stay in the work force, to what degree would they
prefer to work, and under what conditions. We know that 97 per-
cent or so of the older workers who are out of the labor force, tell
the Census Bureau interviewers in the znonthly interviews that
they do not want a job. Some, however, may be saying that they do
not want a job under the current conditions, the current rates of
pay, the current incentives or disincentives that are offered by the
pension system, the types of jobs, and the financial rewards. Cer-
tainly there can be a mismatch between their job aspirations and
what the labor market currently offers.

As to your second question, what do we see for the near future,
our current BLS projections, which go out to the year 2000, were
based on the data for 1986, and that clata showed a continuation of
the long-term decline in labor force participation on the part of
older men and older women. However, with the inclusion of new
data since 1986, that view must be tempered. The new BLS Itrojec-
tions are still in the process of being produced. We expect them to
be available within the next 6 to 8 weeks, and as soon as they are
ready, Mr. Chairman, we will forward them to you so that you can
look at them in the context of the Social Security earnings, disre-
gard changes and other matters that you may be taking up.
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New factors can influence the future labor market activity of the
elderly, and I would categorize them three ways. One set is related
to the businese cycle in recessions when jobs are =roe; labor
market participation falls off because people do not see job pool-
bilities.

The second set are structural, and we can do very little to influ-
ence those, although they are very definitely a factor in the scow

structural factors that I see that may point to a
add:done' rise in the participation rate of older workers. floti
omy is moving away from physically demanding work. We ere
!Jetting a much high:mdron of service and informationbased
jobs, not physically

We are also seeing h'igher levels of educational attainment an
the part of our workers, including older workers, and we an seeing
a related dee in the number of professional and managerial.jobs
that these more educated workers hold, and they tend to rams= in
them to older

aAnd finally,rlographic trends, which I mentioned earlier, can
increase the leverage of the older worker in the job market. Par-
ticularly important is the fall in the number of new labor fbroe en-
trance, youth, and 'e have already seen the crest of the wave of
the increase in women's labor force participation.

As I said, those factors are structural changes that are largely
occurring outside our direct influence. But there is another set of
factors which I would call attitudinal which we can do a lot about,
and I would raise in that context the issu i of employer
A few firms around the country have special progranrspe=arit.
at retaining or attracting their own older workers, or recruiting
new older workers, new retirees, to come to work for them. Let me
mention three that are not at all ehy about singing the praise, of
their older worker work force. Travelers Insurance, McDonald's,
and Kelly Services, tell us that they are depending more and more
heavily on older workers to fill their labor force needs.

In contrast, many managers and companies still have very nega-
tive views about older workers, and those perceptions tend to show
up in hiring, promotion, training, and retention policies in those
companies. However, as the labor market gets tighter, and a good
worker is at more of a premium, I suspect these companies will be
looking towards older workers more and more for help, and I sus-
pect that their perceptions of the skills and abilities of these work-
ers will charge.

As to your third question, with respect to the lane of whether
the Nation can and should encourage older workers to stay in the
labor force longer, the Secretary's task forte report that you have,
and that I have submitted for the remd, points out that older
workers are important to the success of Amriarn industry, not
only as a resource for production, but because of the maturity, and
experience, and stability they bring to our employment work force.

I think in summary we can say that retirement that is a prema-
ture departure from the labor force becomes a real cost to the
worker, to the employer, and to the country es a whole.

Let me finish by giving you our views on encouraging senior citi-
zens to help meet the needs for day care in this country. Your own
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case, I think, Mr. Tauke is ver?r persuasive. Because of their experi-
ence and their position in society, I think our elderly citizens can
relate to young people in ways that are unique and beneficial.
Many have the time available, they are highly skilled, and they
can fill a need that yotwire have for role models, mastering
and for good relatips with dependable, trustworthy adults.

You are going to hear later about a model ptegram in 7Jaion
City, New Jersey. That project, if I understand correctly, is hadsd
in part by one of the programs I was to mention in national
terms, the Senior Community Service .:1!!!:' program ander
Title 5 of the Older Americans Act. The artment of Labor ad-
ministers this subsidized employment program for senior low
income workers in part-time community service Jobe. And in 1387,
the last year for which we have data, about
9,000 positions, or 14 percent of thec=lne:mL71:inivere in the field
of education, and something under haif, probebly about 40 percent
of those education positions, were involved in child care. We think
that has been a very successful effort of that

In addilion, we have some other partnerShips with an, and
the Senior Community Service Einpleyment Program, and also the
Job Corps Program, and the Senior Program. In Job Carps senior
enrollees have worked as teacher aides and health aides.

That concludes my testimony, Mr. Chairman, and after we hear
from the other witnesses, I will try to answer your questions.

[The prepared statement of Ms. Golding followsi
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September 13, 1,S,

Mr. Weirman and Members of the Subcommittee:

I am pleased to Uevz this opportunity to appear before you

today to discuss the letilisation of the older workforce. I am

accompanied today br Thviza elqwes, Associate Sureau of Libor

Statistics commissioner for :employment and Unemployment

Statistics.

As you know, in January of this year the Department released

a report of former Secretary McLaughlin's Older Worker Task force

and a second report, prepared by the Bureau of Labor Statistics

(SLS), on the labor market problems of older workers. I would

like to sdbmit these reports to the Subcommittee for the record.

my testimony draws heavily from these reports.

I will discuss in turn the issues you asked me to address in

your letter of invitation, beginning with an overview of the

labor market status of older workers. It is difficult to

generalise about the labor market status of older workers,

because we must cover such a wide range of situationsfrom the

long-career employee facing a decision of whether or not to

retire, to the retiree looking for part-time work, to the

Or-
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recently widowed woman who suddenly is fcroed to enter the paid

workforce after many years out of it.

Still, a few broad statements cen be mud.. The long*term

trend towards earlier and earlier retirement seems to have slowed

in the last few years. Me could only guess, however, to what

extent that trend is due to some fondamental 'absorb in the

retirement process or to what extent it is the result or a love

period of rapid job expensio... Generally speaking, the trend

towards earlier retirement has been viewed as resulting primarily

from positive factorsspecifically, improved financial resources

available to older Persons, including better Social Security

benefits, more and better pensions, and incresses in wealth.

Slit there is also a downside to the early retirements,

inasmuch as the labor force loses valuable resources when older

workers retire very early. To some extent the structure of the

social Security and private pension systems may not only enable

early retirement but, in some cases, encourage it. Still, it is

fair to say that a growing number of older citizens have been

able to enjoy a longer, financially secure retirement.

As an illustration of that trend, in the last 40 years the

likelihood of a man age 65 or older being in the labor force

declined from 4$ percent to only about 16 percent today. Women

in that ago group never worked that much outside the home, and

today only 1 in 14 is in the labor foroe--about 7 percent-14'10h

is about as low as that figure has ever been.

Recent trends in work activity of older workers, however,
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have caused some analysts to speculate that the uninterrupted

long-term decline in labor force participation. AV* has

particularly affected men, has ended.

What exactly is happening now/ As shown in the table that

accompaniee my written statement, for men, between 1979 and MS,

the trend was still clear--a oontinuation of the lone-tern

decline in work activity. Since then, for sods of the amw groups

over SS, we have seen either a flattening out or even a small

upturn in those participation rates. The trend for women *leo

tends to be upward, although, pazticularly for the youngest

group, that path predates the one for men. Another important

point is that, among those older persons who are still working,

there is a continued tendency to move from full-time to part-time

work. presumably reflecting a thin from career jobs to

transitional ones prior to full retirement.

Perhaps these recent changes in participation rates reflect

the strong demand for labor in recent years--we have added some

20 million jobs over the course of the nearly 7-year current

economic expansion. And the increase in voluntary part-time work

, activity among older workers suggests that they are starting to

reap some benefit nom the slowdown in the numbers et youth

entering the labor force. The decline in the youth population, a

key to the labor thortag4 scenario that I'm sure everyone here

has read about or discussed at one time or another, has

manifested itself in a 4 million decline in the youth labor force

in the last decade. With the strong demand for labor in recent

35
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years, particularly is services and retail trade, where Emmy

youngsters have traditionally mailed, someone has had to take mp

the slack. And so a bit of it, thoueb not a lot, has bees taloa

op by older workers.

If you asked whether this shortage of youngsters in the jab

market will solve the job needs of older workers, the answer

might be 'yes° for some, bet tor memy ethers, maybe most ethers,

it would be 'me.' These older workers Whe say they would like to

vork beyong normal retirement age meet often would prefer the

option of ;Art-time work with their current employers to that of

finding a usw job. They know that their value te their lenvtera

employer, tn a job that they have mastered thromgh years of

training and experience, is greater than it is to a new employer,

particularly in a new occupation. In smolt a case, they wield be,

in effect, starting over and mule probably be paid accordingly.

The gradual-retirement option, however, is rarely available.

Most employers do not provide their employees with suck a choice,

and that decision may be affected by pansies provisiems. Older

workers, then, often face the choice of oontinuing to work tall

time the year round in their long-hold jobs or retiring

completely from that job. And, as is pointed out in the Ola

report on the labor market problems of older workers, the part-

time job me.eket, at least now, tends to be very limited in the

types of work and in the financial rewords available. It Ls that

way for all workers, not just older ones.

More often than not, then, Whom a worker does retire, it is

31;
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at the earliest age allowed under Social Security. And when they

retire, data tram the Social Security Administration suggest that

probably two-thirds leave the workforce permanently.

The toughest question is: To what extent would theee

retirees prefer to work, and under what conditions? Ita know that

the vast majority of older workers who are out of the labor force

tell the Census Sureau interviewers each month that they do not

want a job. And certainly, for many, perhaps most, that reponse

reflects their true preference for leisure after a lifetime of

work. Some, however, say be saying that they don't want the

types of jobs available to them Rapfit_armiintjamatiampay and

otherwise. Certainly, though, a number of analysts have argued

there is often a aismatch between the joL aspirations of older

persons and the types and conditions of work currently offered.

Thus, we see as many people beginning to draw Social Security

benefits at age 62, when they are first eligible, as we do for

all other ages coabinedt And, once they do so, most often they

do not work any more.

What do we see for the near-tern future? Current BLS

projections to the year 2000 were based on data through 1956, and

they ahowed a continuation of the long-tern decline in labor

force activity of older men and women. Out, by 1966, no clear

sign of a change in that trend had emerged. Mith the inclusion

of data since MI6, that view must be tempered. New BLS

projections, based on more recent data, will be available soon,

and we will make these projections available to the Subcommittee
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when they are available.

Many factors are at work that can, and will, influence the

lUture labor market activity of the elderly. An economic

downturn could limit opportunities for retirees and further

reduce the nuebar of older full-time workers through

disPlecement, or through a rise in the use of early-retirement

incentives.

On the other hand, some factors point to a potential rise in

work activity among the elderly:

o the move awny from physically demanding work, so common

for much of the current generation of older permons, to

service and information-besed jabs;

o higher level of educational attainment for retirement-

age den and women in the tuture, and a related rise in

the number of professional and managerial jobs that

these more educated workers tend to hold (and remain in

to older ages); and

o demographic trends which could increase the leverage of

olfler workers in the job market. Particularly

important is the fall in the number of new labor force

entrants, and the makeup of the labor pool--a rise in

the proportion of those who are often the least

prepared to enter the job market.

Eadh of these factors--the move from brute work to brain

work, the rise in tbe education of future eohe,.4 of older

worker*, and the changing demographics are structural changed

35
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that are largely outside our direct influence. Any changes in

private and public policy, including pension rules, will further

influence the future course of work and retiremeot trends.

The issue of employer perceptions is very important and

deserves mention here. A few firms around the country hem tor

as long as a decade now, had special programs to either retain

their own older workers or to recruit retirees. Waselers'

Insurance, McDonald's, and Melly Services, for exasple--three

diverse companies--are beginnlAg to depend more and more heavily

on older persons to fill their labor needs. And these companies

are not at all shy about singing the praises of their older

workers. But studies show that many managers still have very

negative views about the usefulness of older persons to their

organizations, and those perceptions show up in the hiring,

promotion and training decisions that they make every day.

Optimistically, as labor market realities force many employers to

coepete more agressively for a declining labor pool, they will

look towards older workers for help, and, I suspect, their

perceptions of the skills and abilities of those workers will

change along the way.

With respect to the issue of whether the Nation can and

should encourage older workers to stay in the labor force longer,

the Secretary's Task Force report points out that older workers

are important to the success of American industry, not only as a

resource for production, but also for Use maturity and experience

they bring to the workplace. To the extent that workers retire
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at younger ages, those qualities of the American workforce are

diminished. At the same time, those who retire sever themselves

from important sources of financial security, pereonal identity,

a sense of achievement and a locus of social interaction.

Therefore, retirement that is a *premature' departure from the

labor force, especially if it is a result of inappropriate public

policies or a lack of knowledge, Becomes a real cost to the

individual worker, the employer and the MatJn.

I will conclude by giving you our views on encouraging

senior citizens to help fill the need for quality day care

providers. In our view, there is much to be gained by using

older workers to meet the needs for day care. Because of their

experience and position in society, our elderly citizens can

relate to yoeng people in ways that are unique and beneficial.

Many have time available, are highly skilled, and can fill the

need that children have for meaningful relationships with

dependable, trustworthy adults. The talents of older persons can

be utilized to help meet the needs of at risk youth as well,

through serving as mentors, teaching basic life skills, job

readiness and vocational skills as well as providing the

emotional stability, guidance and social attachment which these

youth need and are seeking.

Through the Senior Community Service Isployment Progran

(SCSEP) under Title V of the Older Americans Act, the Department

of Labor administers a program of employment for senior, low-

incase persons in part-time community service jobs. In this

T
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program in 1917, about 9,000 positions, or 14 percent of all

positions, were in the field of educetion. An estimated 40

percent of these were involved with child care. Many of these

positiims, such an tet4her aides, were directly related to the

provision of services to children, and other positions provided

clerical and custodial assistanoe in schools. In addition, in a

coordinated effort between &CUP and the Job Corps, SCUP

enrollees have worked as teacher aidA41 and health aides.

Mr. Chairman, this concludes ay pared testimony. At this

time I would be pleased to answer any question that you or ether

Subcommittee members may have.

Labor force participation rates for men and women age 55 and
over, 1979, 1985, 1988, and 8 month average, 1989

1979 1985 1988 1989
MEN

55-59 years 82.1 79.6 79.3 73.3
60-61 years 71.9 68.9 67.0 68.5
62-64 years 54.3 46.1 45.4 45.1
65-69 years 29.6 24.5 25.8 26.3
70 years ond over 13.8 10.5 10.9 11.2

wOilM

55-59 years 48.7 50.3 53.3 54.3
60-61 years 40.8 40.3 41.7 43.0
62-64 years 28.8 28.7 :1.5 29.7
65-69 years 15.3 13.5 15.4 16.4
70 years and over 4.6 4.3 4.4 4.4
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Mr. Huomm. Than 1r 7ou, Ms. Golding.
Mr. Enoff, welcome.

STATEMENT OF LOUIS D. ENOFF, ZEPUTY COMMISSIONER FOR
PROGRAMS, SOCIAL SRCURITY MMINISTRATION

Mr. &trove. Thank you very much, Mr. Chairman, and members
of the committee. I appreciate the opportunity to be here with you
today. I agree with you that special attention must be given to the
needs of older workers. Their skills and experience are important
national resources, and we must cultivate and encourage them to
be used.

People who administer the Social Security Program, are keenly
aware of the influence that the Social Security policies have on the
retirement decisions of older Americans. We alto recognize that
there are a multitude of forces that impact on the work and retire-
ment decisions of older Americans.

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

Our research would say that the labor for^e participation rate
does decline rapidly with increase in age. About 55 percent of those
aged 55 to 64 are in the labor force compared to 20 percent of those
aged 65 to 69, and down to 7 percent when we reach age 70 and
6ove. Men, as Ms. Golding has indicated, are almost twice as
likely as women, to be in the labor force after age 66. There are
almost three times as many full-time older workers as part-time
older workers, and men are more likely again to work full-time
than are women.

In recent years there has generally been a trend toward earlier
retirement. We are looking forward to this data from the Labor pe-
partment that shows some change in that, but generally speaking
the majority of workers have voluntarily withdrawn from the labor
force rather the:4 stopping work for reasons such as health, or em-
ployer's decisior

In addition, the percentage of those who retired voluntarily has
increased. For example, our studies indicate that in ir/69 24 per-
cent of the men who began to receive Social Security retirement
benefits before age 65 chose to retire. By 1982 that percentage had
increased to 42 percent.

A few words about our research, and what it would show in early
retirement. The tread toward voluntary early retirement, espedal-
ly among men, has been widely recognized for some time. The
major reason for this decline was the substantial improvement in
the availability and size of retirement income. More people can
now financially afford to retire at earlier ages. Retirement income
from all sources, that is, Social Security, private pensions, income
from assets, rose dramatically. For example, approximately 85 per-
cent of all married couples in which the husband was &gild 66 or
over, received pensions in 1976, while the percentage receiving pen-
sions in 1986 was up to 50 percent.
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Aside from the awilability of adokuate retirement income, other
factors alio tend to discourage older mdividaals from working. The
Nation's wage structure results in a rising pattern of that
favors older workers at the expense of younger workers. because
older workers are generally more expensive, many employers are
reluctant to hire older workers, and, in fact, may encourage them
to retire.

Private pensions tend to encourage early retirement by pr;:=
liberal benefits. In some cases, for example, pensions are
less than is actuarially fair, while another's pensions lay a str.
ment until the early retiree reaches age 62 and is shells for Boole/
Security.

The cost of training an older worker must be absorbed over a rel-
atively short period of time, and also older workers can seldom con-
vert from full-time to partptime work without changing jobs and
suffering reductions in wages and fringe benefits.

Regarding the retirement earnings test., you especially asked that
I comment on the positive snd negative factors involrd. Let me
summarize some of the arguments for retaining the test and then I
will talk about some of the reasons for eliminating it.

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

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

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

Finally, elimimting the test would turn us away from the major
policies adopted by the 1983 Bipartisan National Commission on

dal Secunty.
Those in favor of modifying or eliminating their earnings test on

the other hand have generally used the following arguments. One,
Social Security benefits are an earned right, bol4ht and paid for,
and should not be withheld from eligible beneficiaries for any
reason. Further, the annuity concept has already been established
at age 70, since benefits are payable at that point regardless of
ea.-m.11gs.

Second, the earnings test discourages beneficiaries from working
because the effective marginal tax rate on earnings, taking into ac-
count the test itself, the Social Security taxes, and as Mr. Tauke
has pointed out, can approach 100 percent of the earnings.

Third, by discouraging beneficiaries from working, the earnings
test deprives the country's labor force of the skills and experiencr
of older workers.

Also, the earnings test encourages older workers to participate in
the undemeund econom, , especially those in need of aMtional
income. AW, since the investment income that may be earned by a
retiree does not count kr earnings test purpoeee. The test discrimi-
nates against those who depend on income from work to supple-
ment their retirement.

Finally, the earnings test is complicated. i+ is difficult to under-
stand, costly, and difficult to administer.
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In conclusion, I believe that in order to best serve this Nation,
the Social Security Program shoal aeither impede older Ameri-
cans from rklng if they wish to do so, nor operate to deprive the
economy of the WEs and experience of older workers. Older Amer-
icons are a treasury of knowledge, experience, and know-how. We
believe that as a society we should encourage the sharing of that
treasure, and fa the coming &cedes with the changing demograph-
ic make-up and slower expansion of the work faros, we t--Aieve
there will be a greater opportunity to do that.

That concludes my remarks, Mr. Chairman.
[The prepared statement of Mr. Enoff follows:]
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MR. CHAIRMAN AND MEMBER. ^F THE COMNITTEE, THANK

YOU FOR INVITING ME TO SPEAK TO YOU TODAY ON A SUBJECT

THAT IS OF INTEREST TO ALL OF US WHO ARE INVOLVED IN

RETIREMENT INCOME POLICY AND WHO ARE CONCERNED ABOUT

THE ECONOMIC STATUS OF OLDER AMERICANS IN GENERAL. As

WE ACKNOWLEDGE THE REALITY OF AN AGING POPULATION, IT

BECOMES CLEAR THAT SPECIAL ATTENTION MUST BE GIVEN TO

THE PROBLEMS AND NEEDS OF OLDER WORKERS. THE SKILL AND

EXPERIENCE WHICH OLDER WORKERS BRING TO OUR LABOR FORCE

ARE IMPORTANT NATIONAL RESOURCES WHICH MUST BE UTILIZED

AND ENCOURAGED.

THE SOCIAL SECURITY PROGRAM IS, OF COURSE, THE

SINGLE LARGEST RETIREMENT INCOME PROGRAM IN THE NATION.

WE WHO ADMIhISTER THIS PROGRAM ARE KEENLY AWARE OF THE

INFLUENCE THAT SOCIAL SECURITY POLICY HAS ON THE

RETIREMENT DECISIONS OF OLDER AMERICANS. CONVERSELY,

WE ALSO RECOGNIZE THAT CHANGES IN RETIREMENT BEHAVIOR

AND WORK PATTERNS OF OLDER AMERICANS ULTIMATELY NAVE A

SIGNIFICANT IMPACT ON THE STRUCTME AND HEALTH OF THE

SOCIAL SECURITY SYSTEM ITSELF.

WILE ACKNOWLEDGING THE IMPORTANT INFLUENCE OF

SOCIAL SECURITY, WE RECOGNIZE THAT A MULTIPLICITY OF

FORCES IMPACT UPON THE WORK AND RETIREMENT DECISIONS OF

16
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OLDER AMERICANS. RECENT RESEARCH SUGGESTS THAT PRIVATE

PENSIONS, PERSONAL ASSETS, LABOR MARKET FORCES, ETC.,

ARE PROBABLY MORE SIGNIFICANT IN DETERMINING RETIREMENT

BEHAVIOR THAN SOCIAL SECURITY BENEFITS AND POLICIES.

THE SOCIAL SECURITY ADMINISTRAT/ONIS OFFICE OF

RESEARCH AND STATISTICS CONDUCTS ONGOING STUDIES OF THE

INTERRELATIONSHIPS OF THE SOCIAL SECURITY PROGRAM AND

THE WORK PATTERNS OF OLDER AMERICANS. IN ADDITION, THE

OFFICE OF RESEARCH AND STATISTICS ENGAGES IN RFSEARCH

PROJECTS THAT DEFINE AND MEASURE THE OTHER ECONOMIC,

SOCIAL, AND DEMOGRAPHIC FACTORS WHICH INFLUENCE THE

LABOR FORCE PARTICIPATION OF OLDER AMERICANS. THE

FINDINGS CONTAINED IN MY TESTIMONY ARE BASED, IN LARGE

PART, ON THEIR WORK.

OLDER WORKERS

I WOULD LIKE TO BEGIN BY TELLING YOU WHAT WE KNOW

ABOUT OLDER WORKERS. NOT SURPRISINGLY, THE LABOR FORCE

PARTICIPATION RATE FOR OLDER PERSONS DECLINES RAPIDLY

WITH INCREASING AGE. ABOUT 55 PERCENT OF THE YOUNGEST

SEGMENT OF OLDER WORKERS, THOSE AGED 55 TO 64, ARE IN

THE LABOR FORCE. THE PERCENTAGE FALLS TO 20 PERCENT

FOR THOSE AGED 65 TO 69, AND TO 7 PERCENT FOR THOSE
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AGED 70 OR OLDER. AT ALL AGES, MEN ARE MORE LIKELY TO
BE IN THE LABOR FORCE THAN WOMEN. APPROXIMATELY
40 PERCENT OF HEX AGED SS OR OLDER ARE IN THE LABOR
FORCE COMPARED WITH 22 PERCENT OF WOMEN.

IN 1988, MAOST THREE-OUARTERS OF WORKERS AGED SS
OR OLDER WERE WORKING FULL-TIME. ONE QUARTER WORKED
PART-TIME, AND 3 PERCENT WERE UNEMPLOYED BUT CONTINUED
TO BE IN ThE LABOR POOL. MEN WERE NONE LIKELY TO WORK
FULL-TIME THAN WOMEN (8e PERCENT VERSUS 64 PERCENT),
WHILE WOMEN WERE TWICE AS LIKELY TO WORK PART-TIME
(34 PERCENT COMPARED TO 17 PERCENT OF NEN).

ABOUT 80 PERCENT OF PEOPLE IN THE LABOR FORCE
AGE 55 AND OLDER WERE WAGE AND SALARY WORKERS.

SIXTEEN PERCENT WERE SELF-EMPLOYED, AND 4 PERCENT WERE
EITHER UNPAID FAMILY WORKERS OR WERE UNEMPLOYED. OLDER
MEN WERE ALMOST IU-CE AS LIKELY TO BE SELF-EMPCOYED AS
OLDER WOMEN (20 PERCENT VERSUS 11 PERCENT). THOSE
WORKERS AGED 65 OR OLDER WERE MORE LIKELY TO BE SELF-
EMPLOYED THAN THOSE AGED 55 TO 64 (24 PERCENT VERSUS
14 PERCENTI. THIS WAS ESPECIALLY TRUE FOR MEN.
THIRTY PERCENT OF WORKING MEN AGED 65 OR OLDER WEPE
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SELF-EMPLOYED COMPARED WITH 16 PERCENT OF THOSE AGED 55

TO 64. COMPARABLE PERCENTAGES FOR WOMEN WERE

15 PERCENT AND 9 PERCENT, RESPECTIVELY.

RETIRED WORKERS

THE SSA 1982 NEW BENEFICIARY SURVEY (NBS) PROVIOED

US 4ITH INFORMATION ABOUT RETIRED WORKERS WHO RECEIVED

THEIR FIRST BENEFIT IN THE PERIOD JUNE 1980 THROUGH

NAY 1981. THE NBS IS A NATIONALLY REPRESENTATIVE,

CROSS-SECTIONAL SURVEY THAT USES A SAMPLE OF NEWLY

ENTITLED BENEFICIARIES SELECTED FROM iSA'S MAS7ER

BENEFICIARY RECORD. THE ANALYSIS FOCUSES ON THOSE

RESPONDENTS WHO ARE YOUNGER THAN AGE 72 AT THE TIME OF

THE INTERVIEW.

WITH REGARD TO THOSE OLDER AMERICANS WHO NAVE LEFT

THE LABOR FORCE, IT IS INTERESTING TO NOTE THAT

ACCORDING TO TRE NBS, 37 PERCENT OF RETIREES SURVEYED

SAID THAT THEY CHOSE RETIREMENT. THIS REPRESENTS A

SIGNIFICANT INCREASE IN THOSE RETIRING VOLUNTARILY.

NEN WERE MORE !TKELY THAN WOMEN TO LEAVE BECAUSE THEY

CHOSE TO RETIRE (4S :ERCENT VERSUS 28 PERCENT), AND

WOMEN WERE MORE LIKELY TO LEAVE FOR FAMILY OR

UNSPECIFIED REASONS (33 PERCENT VERSUS 11 PERCENT).
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ABOUT 25 PERCENT OF RETIREES SURVEYED STATED THAT THEY

HAD LEFT THE LABOR FORCE FOR HEALTH REASONS; 17 PERCENT

WERE LAID OFF, LOST THEIR JOSS OR OTHERWISE LEFT THEIR

JOBS INVOLUNTARILY AT THE INITIATION OF THEIR

EMPLOYERS; AND 21 PERCENT LEFT FOR FAMILY OR

UNSPECIFIED REASONS. As AGE INCREASED, THE PERCENTAGE

WHO LEFT THE LABOR FORCE VOLUNTARILY INCREASED AS DID

THE PERCENTAGE WHO LEFT INVOLUNTARILY AT THE INITIATION
OF THEIR EMPLOYER.

A COMPARISON OF A PORTION OF THE 1982 DATA WITH

DATA FROM A SIMILAR SURVEY CONDUCTED IN 1969 REVEALS

THAT THE PERCENT OF MEN WHO BECAME ENTITLED TO SOCIAL

SECURITY BENEFITS AT AGES 62 TO 64 AND WHO CHOSE TO

RETIRt INCREASED FROM 24 PERCENT IN 1969 TO 42 PERCENT

IN 1982. OVER THE SAME PERIOD, THE PERCENTAGE WHO SAID

THEY :TOPPED WORKING FOR HEALTH REASONS FELL FROM

54 PERCENT TO 29 PERCENT. EMPLOYER-INITIATED JOB LOSS

REMAIrSD CONSTANT AT 17 PERCENT. THus, IN A PERIOD

WHEN THERE WAS A MOVEMENT TOWARDS EARLIER RETIREMENT,

MOST OF THE INCREASE, AT LEAST ACCORDING TO THE SELF-

REPORTED REASONS OF YOUNGER RETIREMENT-AGED MEN, WAS

CAUSEr BY VOLUNTARY, EMPLOYEE-INITIATED WITHDRAWAL FROM

THE LABOR FORCE.
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EARLY RETIREMENT

THE TREND TOWARD VOLUNTARY EARLY RETIREMENT,

E SPECIALLY AMONG MEN, HAS BEEN WIDELY RECOGNIZED FOR

SOME TIME. FOR MEN, LABOR FORCE PARTICIPATION RATES OF

THOSE AGED 65 OR OLDER FELL FROM 27 TO 17 PERCENT

B ETWEEN 1970 AND 1988; FOR THOSE AGED 55 TO 64, THE

DECLINE WAS FROM 83 TO 67 PERCENT wan THIS SAME

PERIOD. THE LARGER PART OF THE DECLINE IN

PARTICIPATION FOR BOTH AGE GROUPS OF MEN TOOK PLACE

DURING THE 1970'S.

A MAJOR REASON FOR THIS DECLINE WAS THE SUBSTANTIAL

IMPROVEMENT IN THE AVAILABILITY AND SIZE OF RETIREMENT

INCOME. RETIREMENT INCOME FROM ALL SOURCES--SOCIAL

SECURITY BENEFITS, PENSIONS, AND INCOME FROM

ASSETS--ROSE DRAMATICALLY.

O AFTER REMAINING FAIRLY STABLE IN RELATION TO

WAGES DURING THE 1960'S, SOCIAL SECURITY

BENEFITS AWARDED RETIRED WORKERS GREW FASTER

THAN WAGES DURING THE 1970'S. THIS WAS LARGELY

THE RESULT Of A 20-PERCENT BENEFIT INCREASE

PASSED BY CONGRESS IN 1972.
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0 OTHER PENSIONS ARE MORE COMMONLY AVAILABLE NOW

THAN IN THE PAST. THE GROWTH IN PENSION

COVERAGE THAT OCCURRED AFTER WORLD WAR II

RESULTED IN HIGHER PENSION RECEIPT AMONG NEW

RETIREES DURING THE 1970'S AND 1900'S.

APPROXIMATELY 35 PERCENT OF ALL MARRIED COUPLES

IN WHICH THE HUSBAND WAS AGED 65 OR OVER

RECEIVED PENSIONS IN 1976 WHILE THE PERCENTAGE

RECEIVING PENSIONS IN 1986 WAS ABOUT

50 PERCENT. ONLY ABOUT 20 PERCENT OF TH:S

GROUP RECEIVED PENSIONS IN 1962.

0 TODAY'S RETIREES AND THOSE REACHING RETIREMENT

AGE DURING THE 1970's NAVE AcrumuLATED MORE

ASSETS THAN HAD RETIREES IN THE PAST, THE

MEDIAN LEVEL OF ANNUAL INCOME FROM At:SETS HELD

BY RFT"IE0 COUPLES AGED 65 DA OLDEN WAS ASOUT

$1,500 AT TNE END OF THF 1970'S AND HAD RISEN

To $3,000 BY 1986.

THESE SOURCES ADD UP TO HIGHER TOTAL RETIREMENT

INCOME THAN IN PREVIOUS DECADES, MAKING EARLY

RETIREMENT MORE AFFORDABLE AND THEREBY ALLOWING OLDER

AMERICANS TO RETIRE AT EARLIER AGES.
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ANOTHER FACTOR CONTRIBUTING TO THE TREND TOWARD

EARLIER VOLUNTARY RETIREMENT WAS THE VAST INCREASE IN

AVAILABLE LABOR THAT TOOK PLACE DURING THIS DECADE.

THIS GROWTH RESULTED, OF COURSE, FROM THE INFLUX OF THE

B ABY BOOM GENERATION AND THE TREMENDOUS INCREASE IN THE

LABOR FORCE PARTICIPATION OF WOMEN. GIVEN THE

AVAILABILITY OF GENERALLY LESS EXPENSIVE WORKERS, OLDER

MEN APPARENTLY WERE NOT IN AS MUCH DEMAND AS WORKERS AS

THEY MAD BEEN IN EARLIER DECADES.

MANG WITH nit MANY INDUCEMENTS TO RETIRE ALREADY

DISCUSSED, THERE ARE ALSO NUMEROUS OTHIR FACTORS THAT

ACT AS POWERFUL CONSTRAINTS TO THOSE OLDER INDIVIDUALS

WO MAY WISH TO CONTINUE WORKING.

FOR EXAMPLE, WHILE A RECENT SURVEY INDICATES

EMPLOYERS HAVE POSieLvE ATTITUOKS TuwAii OLDER WORKERS,

EVIDENCE SUGGESTS THAT EMPLOYER POLICIES TEND TO

ENCOURAGE EARLY RETIREMENT AND DISCOURAGE DELAYED

RETIREMENT. IN FACT, THERE IS A GROWING BOON OF

E CONOMIC RESEARCH WHICH SUGGESTS THAT FUNDAMENTAL

E CONOMIC FORCES MAY EXPLAIN MUCH OF THIS PHENOMENON.

FOR EXAMPLE:
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0 COST OF OLDER WOWS&

RECENT RESEARCH SUGGESTS THAT BOTH WORKERS AND

FIRMS GENERALLY FIND TNAT A RISING PATTERN OF

uraTrma CAREER WAGES IS MOST EFFICIENT. TNAT

IS, BOTH EMPLOYERS AND EMPLOYEES FAVOR AN

IMPLICIT CONTRACT WHICN PAYS YOUNGER WORKERS Av

A RATE BELOW THEIR MARGINAL PRODUCTIVITY IN

ORDER TO LATER COMPENSATE THOSE WORKERS AT

HIGHER RAT1S THAN WOULD OTHERWISE BE POSSIBLE

WHEN THEY ammo Samoa amnovaas. knan
CAREER WORKERS TIND TO RECEIVE NIGHER WAGES AND

ARE, THEREFORE, MORE EXPENSIVE THAN YOUNGER

WORKERS. Fon THIS REASON, soma FINNS NAY pa

DISCOURAGED FROM HIRING OLDER WORKERS.

0 STRUCTURE OF PRIVATE PENSION&

ALTHOUGH RECENT RESEARCH INDICATES THAT THE

RATE OF PENSION COVERAGE IS DECLINING AMONG

YOUNGER WORKERS, A FACTOR IN ENCOURAGING

RETIREMENT, PARTICULARLY CARLY RETIRMMENT,

AMONG. RECENT RETIREES IS THE PRIVATE PENSION.

WHILE THE FEATURES OF PENSION PLANS %TAM

SIGNIFICANTLY, A COMMON ELEMENT WNICN
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ENCOURAGES EARLY RETIREMENT IS THAT ME PENSION

BENEFIT PAYABLE IS NOT REDUCED ACTUARIALLY.

THAT IS, THE PENSION IS REDUCED LISS MAN IS

ACTUARIALLY FAI2 AND IS GENERALLY MORE

union. IN ADDITION, Fon Noss ompLomis

RETIRING BEFORE AGE 62. MANY PENSIONS OFFER TO

PAY A SUPPLEMENT UNTIL THE RETIREE IS ELIGIBLE

roil SOC.% SECURITY. FINALLY, PENSION ACCRUAL

FOR WORK BEYOND NORMAL RETIREMENT AGE IS OFTEN

LISS THAN PENSION ACCRUAL FOR PRrOR WORX AND

MAY EVEN END ALTOGETHER. THIS ACTS AS A

SUBSTANTIAL DISINCENTIVE TO CONTINUED WORK.

A HUMP'''. OF NETIREMP STUDIES SUGGEST THAT FOR

MANY HONKERS PRIVAT. AENSIONS PLAY AN IMPORTANT

ROLE IN EXPLAINING T., DECISION TO RETIRE AT

EARLIER AGES.

lak_CHAmmumuLimii*,...4

FOR OLDER WORKERS, THE LOSS OF A JOS " CHANGE

IN JOS MEANS NOT ONLY THE POSSIBLE LOSS OF

PL.4ION AND OTHER SENIORITY RIGHTS, %UT ALSO

THE LOSS OF TRAINING AND EXPERIENCE SPECIFIC TO

THE PREVIOUS JOG. A NEW JOG REQUIRES NEW
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TRAININU. HUT FOR fill OkDER WORKER, THE COST OF

NEW TRAINING MUST BE ZAORTIZED OVER A

RELATIVELY SNORT PERIOD OF TIME. NEITHER

WORKER NOR FIRM RAI THE INCENTIVE TO INVEST IN

SUCN TRAINING. TAE COST OF TRAININC COUPLED

WITH THE COST OF SEARCHING FOR A NEW JOG, AND

POSSIBLY RELOCATING GEOGRAPHICALLY, MAKES IT

DIFFICULT FOR UNEMPLOYED OLDER WORKERS TO FIND

NEW JOSS AND LEADS TO LONGER PERIODS OF

UNEMPLOYMENT AND POSSIBLY RETIREMENT.

0 SHORTAGE OF PARTTIME WOK

POLLS FREQUENTLY INDICATE THAT A SIGNIFICANT

PORTION OF WORKERS WOULD PREFER SOME

ALTERNATIVE TO STOPPING WORK COMPLETELY. FOR

EXAMPLE, ACCORDING TO A 1961 HARRIS POLL,

36 PERCENT OF WORKERS AGE SS AND OVER SAID THAT

THEY WOULD PREFER mrPHASED...IN. RETIREMENT. IT

IS CLEAR, HOWEVER, THAT MOST WORKERS GO

DIRECTLY FROM FULL.TIME CAREER EMPLOYMENT TO

COMPLETE RETIREMENT.

EVIDENCE SUGGESTS THAT THIS ABRUPT SHIFT OCCURS

BECAUSE FULL..TIME OLDER CAREER WORKERS CAN
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SELDOM CUT BACK TO PART-TIME WORK KNOUT
CHANGING EMPLOYERS AND SUFFERING A SIGNIFICANT
CUT IN WAGES. Tma REASONS rpm sow PARTTIME
CONSTRAINTS ARE UNCLEAR. THEY APPEAR TO
INCLUDE TECHNOWGICAL

LIMITATIONS-..FOR EXAMPLE,
MANY JOSS CANNOT St DIVIDED AM0,4 PERSONS
WITHOUT A GOSS OF EFFICIENCY. ALSO, QUASI-
FIXED, PER-PERSON COSTS SUCH AS MERLIN

INSURANCE TEND TO RA/SE THE COST PER HOUR OF
EMPLOYING PAR1-TIME WORKERS.

A FULL APPRECIATION AND ENHANCED UNDERSTANDING OF
THESE AND OTHER ECONOMIC FORCES SEEMS ESSENTIAL TO THE
FORMULATION OF SOUND PUBLIC POLICY FOR BETTER
LITILIZATION OF OLDER WORKERS.

POLE OF SOCIAL SECURITY POLICILA

As I STATED EARLIER, WE WHO ADMINISTER THE SOCIAL
SECURITY PROGRAM RECOGNIZE INE INFLUENCE THAT SOCIAL
SECURITY mucus NAVE ON Tom RETIREMENT *ammo OF
OLDER AMER/CAMS. WIE RELIEVE THAI WE CAN BEST SERVE
OLDER AMERICANS BY CONTINUING 70 LOOK FON WAYS To
REMOVE IMPEDIMENTS TO THOSE WHO WISH TO CONTINUE
WOWING.

'10
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As YOU KNOW, THE SOCIAL SECURITY AMENDMENTS OF 1983

CONTAINED SEVERAL LONG-TERM PROVISIONS WHICH WELL

GENERALLY INFLUENCE RETIREMENT DECISIONS IN THE FUTURE.

THESE INCLUDED:

O AN INCREASE IN THE NORMAL RETIREMENT AGE AT

WHICH BENEFICIARIES ARE ELIGIBLE TO RECEIVE

FULL BENEFITS. UNDER THIS PROVISION THE NORMAL

RETIREMENT AGE WILL GRADUALLY INCREASE TO

AGE 67 FOR THOSE REACHING AGE 62 AFTER 2022.

O AN INCREASE IN THE ADDITIONAL AMOUNT PAID TO

THOSE WHO CONTINUE WORKING BETWEEN THE AGES OF

65 AND 70 AHD NVO DELAY RECEIPT OF SOCIAL

SECURITY BENEFITS. THE DELAYED RETIREMENT

CREDIT WILL INCREASE FROM 3 PERCENT FOR WORKERS

AGE 62 PRIOR TO 1987 TO 8 PERCENT PER YEAR FOR

WORLERS AGE 62 AFTER 2004; AND

o A DECREASE IN THE WITHHOLDING RATE UNDER THE

EARNINGS TEST FROM $1 07 EVERY $2 ABOVE THE

EXEAPT AMOUNT FOR PERS1NS WHO ATTAIN FULL

RETIRENENT AGE TO $1 OF EVERY $3 BEGINNING IN

1990.
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isnumucrimui

You SPECIFICALLY ASKED THAT WE COMMENT ON 1WE

EARNINGS TEST AS A POSITIVE OR NEGATIVE FACTOR IN THE

CONTINUED EMPLOYMENT OF OLDER WORKERS.

THE EARNINGS TEST WAS DESIGNED AS A MEASURE OF THE

EXTENT TO 'MICE EARNINGS ARE LOST DUB TO RETIREMENT.

Ton WAS CONSISTENT WITH ma BASIC PNILOSOPHY OF roa

ORIGINAL SOCIAL SECURITY PROGRAM, sums RETIREMENT

BENL,ITS WERE INTENDED TO PARTIALLY REPLACE INCOME LOST

DUE TO RETIREMENT. THUS, "NDER TNE TEST, A BENEFICIARY

WHO CONTINUES TO WORK AFTER BECOMING ENTITLED TO SOCIAL

SECURITY BENEFITS MAY LOSE SOME OR ALL OF NIS BENEFITS,

DEPENDING ON NIS ANNUAL EARNINGS. THE EARNINGS TEST

HAS ALWAYS BEEN A PART OF SOCIAL SECURITY LAW BUT HAS

CHANGED GUITE A BIT OVER THE YEARS.

THE CURRENT EARNINGS TEST REDUCES BENEFITS BY 11

FOR tom $2 OF EARNINGS ABOVE THE ANNUAL EXEMPT AMOUNT.

THE EXEMPT AMOUNT FOR 1989 Is $6,480 FOR BENEFICIALIES

UNDER AGE 63 AND $8,880 FOR BENEFICIARIES AGE 63 TO

AGE 69. BEGINNING WITH 1990, SENEFICIARIES AGL 63 TO

AGE 69 WILL LOSE $1 FOR EACH $3 OF EARNINGS ABOVE THE

ANNUAL EXEMPT AMOUNT. THESE EXEMPT AMOUNTS ARE

r- 0
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ADJUSTED ANNUALLY TO REFLECT INCREASES IN AVERAGE

WAGES. EACH YEAR ALMOST ONE MILLION SOCIAL SECURITY

BENEFICIARIES LOSE SONE OR ALL OF THEIR BENEFITS

EERUSE THE TEST IS IN EFFECT FOR ransoms AGED 65

THROUGH 69, AND AN ESTIMATED ADDITIONAL 100 THOUSAND

PERSONS AGED 65 THROUGH 69 DO NOT FILE FOR BENEFITS

B ECAUSE THE TEST IS IN IFFECT.

To HELP CLARIFY THE DEBATE ON THE EFFECTS OF THE

RETIREMENT TEST, LET ME SUMMARIZE soma OF THE ARGUMENTS

FOR RETAINING THE TEST VERSUS CHANGING OR ELIMINATING

IT.

AROMINILIDJIALIAINIAri_111LIAfflatifiliESI

PROPONENTS OF RETAINING THE RETIREMENT EARNINGS

TEST HAVE GENERALLY PRESENTED THE FOLLOWING ARGUMENTS:

0 ELIMINATING THE TEST WOULD CHANGE SOCIAL

SECURITY FROM INSURANCE AGAINST THE LOSS OF

INCOME AT RETIREMENT TO AN EARNINGS-BASED

ANNUITY PAYABLE UPON REACHING A DEFINED

RETIREMENT AGE.
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O ELIMINATING THE TEST WOULD PRIMARILY ADVANIAM

NIGHER INCOME BENEFICIARIES BECAVEU rr AFFECTS

THE BENEFITS OF NIGHER EARNERS TO A GREATER

E XTRA! THAN LOW EARNERS.

O As MENTIONER EARLIER, CURRENT LAW ALREADY

PROVIDES rot FURTHER LIBENALIZATION OF THE TEST
FROM A $1-F0RR2 BENEFIT WITHHOLDING RATE ABOVE

THE EXEMPT AMOUNT TO S1-FOR-$3 FOR

B ENEFICIARIES AGE 65-69 BEGINNING De 1990.

O ELIMINATING THE TEST FOR EVERYONE WOULD BE

COSTLY, INCREASING BENEFIT PAYMENTS BY AsouT
$13 BILLION PER YEAR.

O ELIMINATING THE TEST WOULD DECREASE TWE WORK

INCENTIVES FOR SOME BENEFICIARIES NOW AFFECTED

B Y THE TEST SINCE THEY COULD WORK LESS FOR THE

SANE //MOUNT OF TOTAL INCOME,

O ELIMINATING THE TEST WOULD TURN US AWAY FROM

THE MAJOR mums Room.= BE THE 1983

PIPARTIsim NATIomou. COMMISSION C4 SOCIAL

SECURITY REFORM AND APPROVED BY THE PRESIDENT

AND THE CONGRESS.

C I
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AnumnilguLELDilluazilli_nuilAjwillgi_hrsI

THOSE IN FAVOR OF MOOIFYING OR ELIMINATING THE

FAANINGS TEST NAVE GENERALLY USED THE FOLLOWING

ARGUMENTS TO SUPPORT THEIR POSITION:

O SOCIAL SECURITY BENEFITS ARE AN EARNED

RIGHT-BOUGHT AND PAID FOR-AND SHOULD NOT BE

WITHHELD FROM ELIGIBLE BKNEFICIARIES FOR ANY

REASON. FURTHER, THE ANNUITY CONCEPT MAS

ALREADY BEEN ESTABLISHED AT AGE 70 SINCE

BENEFITS ARE PAYABLE AT THAT POINT REGARDLESS

OF EARNINGS.

O THE EARNINGS TEST DISCOURAGES BENEFICIARIES

FROM WORKING BECAUSE THE EFFECTIVE MARGINAL TAX

RATE ON EARNINGS--TAKING INTO ACCOUNT THE TEST

ITSELF, SOCIAL SECURITY TAXES, AND FEDERAL,

STATE, AND LOCAL INCOME lAXES--CAN CURRENTLY

APPROACH 100 PERCENT.

O BY DISCOURAGING PENEFICIARIES FROM WORKING, THE

EARNINGS TEST DEPRIVES THE COUNTRY'S LASOR

FORCE OF THE SKILLS ANO EXPERIENCE OF OLDER

WORKERS. As LABOR FORCE GROWTH SLOWS, THERE

62



WILL BR TIGHT LABOR MARKETS, AWID THERE IS A

NEED TO ENCOURAGE OLDER PEOPLE TO PARTICIPATE

IN THE LABOR FORCE.

O THE EARNINGS TEST ENCOURAGES OLDER WORKERS TO

PARTICIPATE IN THE UNDERGROUND ECONOMY,

ESPECIALLY THOSE IN NEED OF ADDITIONAL INCOME.

O TEE TEST DISCRIMINATES AGAINST THOSE WMO DEPEND

ON INCOME FROM WORK RATNER THAN ON INVESTMENT

INCOME TO SUPPLEMENT THEIR BENEFITS.

BENEFICIARIES WHO HAVE UNEARNED

INCOME--GENERALLY THOSE AT NIGHER INCOME

LEVELS--CAN RECEIVE THEIR BENEFITS WITHOUT

PENALTY.

O THE COST OF ELIMINATING TNE TEST WOULD BE

OFFSET IN PART SY ADDITIONAL SOCIAL SECURITY

TAXES AND INCOME TAXES ATTRIBUTABLE TO

INCREASED LABOR FORCE PARTICIPATION BY OLDER

WORKERS.

O THE EARNI1GS TEST IS COMPLICATED, DIFFICULT TO

UNDERSTAND, AND COSTLY TO ADMINISTER.

63
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WE AT SSA PLAN TO CONTINUE STUDY OF Twa WORK

PA/TERNS OF OLDER WORKERS. NAJOR PROJECTS FOR THE

COMING YEAR mut= RESEARCH ON:

O LABOR FORCE TRANSITIONS IN THE ELDERLY

POPULATION,

DEMAND FOR OLDER WORKERS,

O PATTERNS IN PENSION COVERAGE, AND

O SOCIAL SECURITY PROGRAM. IMPACTS ON LABOR

SUPPLY.

IN CONCLUSION, I BELIEVE TWAT IN ORDER TO BEST

SERVF THIS NATION, THE SOCIAL SECURITY PROGRAM SHOULD

NEITHER IMPEDE OLDER AMERICANS FROM WORKING IF THEY

WISH TO DO SO NOR OPERATE TO DEPRIVE THE ECONOMY OF TdE

SKILLS AND EXPERIENCE OF OLDER WORKERS.

OLDER AMERICANS ARE A TREASURE OF KNOWLEDGE,

EXPERIENCE, AND KNOW...HOW. VE BELIEVE THAT, AS A

SOCIETY, WE SHOULD ENCOURAGE THE SNARING OF THAT

TREASURE. IN THE COMIWO DECADES, THE CHANGING

DEMOGRAPHIC MAKEUP AND SLOWER EXPANSION OF THE

WORKFORCE WILL GREATLY INCREASE THE VALUE OF

CONTRIBUTIONS MADE BY OLDER AMERICANS WHO WANT TO

CONTINUE TO WORK.
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Mr. Humes. Thank 1.

Mr. Schulder.

STATEMENT OF DANIEL .1. SCHULDER, DIRECTOR OF PUBLIC
POLICY, THE NATIONAL COUNCIL ON THE AGING, INC-

Mr. SCIRTILIM. Thank you, Mr. Chairman. I have submitted my
testimony for the record. Let me try to summarize.

The National °amen on the Aging is a national, private1 non-
profit organization for neads of older persons, and we
resent the interests of several thousand community-based

basically

and private organizations providing a variety of services, such as
adult day care, long-term care, housing, employment, and many
other services. We are not a mass membership organisation.

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

The Equal Employment Iportunity Commission is getting some
new leadership, and we think that is to the good for older workers
given the performance in the recent past. We think that the coun-
try as a whole, both public and private organizations, are looking
at health benefits and other employee benefits, and we think that
that will affect the future cost of work for older persons, and the
economy itself just may be goint through a trnasition that we are
all concerned about, and we hope that after a soft landing of some
kind, we are going to be seeing new patterns of employment for the
next 10 ,,,earc, and this is going to profoundly affect therway we all
live, ancl especially employment opportunities for older persons.

We think, Mr. Chairman, that we should be responding to the
needs of the maturing work force on a demographic par with disad-
vantaged youth. Most of our resources in recent years, for good
cause, have been directed to the needs of disadvantaged youth, and
we think that this is the time for the Congress to consider a change
in that proportion somewhat. We think you should be dealing with
more needs for older workers.

For instance, one of the contentions in the Job Training Partner-
ship Act is whether or not a 3 percent of the Rinds should be set
aside for workers over the age of 55, and that may be good, but it
does not solve the problem of very =my millions of persons over of
the age of 40 and 50 who are very real skilled in learning disabil-
ities or disadvantageness, and who cannot really compete in the
coming labor market.

how to take advantage today of a relative situation for older
We think the most urgent challenge Mr. Chairman, is

workers, a tight positive job situation for o der workers, and effec-
tuate a more permanent change in the job structure, so that we are
not going to lose those advantages in case we do have a mild to
more severe recession.

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

t

24-873 0 - 90 - 3
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bad 2 number of very !ntereaUnc points talking to themselves.

talldw to business, and one of their fkiAh nes wee a significant gap
exists betwem what human reeource profirsiostele ass es meow
to manage au aging work force, and the kinds of policies and pro.
grams cure* n place. Problems creatsd by as aging work force
are already oeing felt by comma's@ according to tile ' ear
study. Almost 47 percent of the vurvey companies
encing moderate to very serious problems with

loped-" snow
ing the careen of senior employees. At the seas time, a *blurb/
of the compenies mly had a fsw policies in place designed to
ically address the challenges posed by an increasing number of

and senior employees in their own work *cals.
Some of the mojor other findings include reaction to molar em-

ployee career problems is slow. Theee are the maaagers speaking,
the personnel managers. Organisations with larger proportioas of
employees over age 50 report more extensive senior
career problems, but '..sting policy in these companiesare=
to organizations with much lower proportions of senior workers.
Career problems affect more than the performance and morale of
senior employees. There is a spillover effect to co-workers and to
customers.

And lastly, fewer than 10 percent of the organisations in this
survey reported the use of policies designed to accommodate the
special needs of older employees who want to stay on the job on
either f.11-time or part-time bases. Most companies do not allow a
phase in of retirement.

Finally, the report stated that a gap exists between what employ-
ers are currently doing, and what human resource Toofessionals
feels needs to be clone. For almost all of the policies covered by the
survey, 40 percent more of the human resource staff respondents
expressed medium to high need for change in the policies of their
organizations. That is, personnel people see a need for change. The
managers, the bottom line people, the fiscal people perhaps in the
companies, have not yet responded.

We think that the challenge, Mr. Chair man, to the private
market, the Congress, and the Department of Labor, and the Na-
tional Employment and Training Network, is to design further in-
centives and services which will serve to induce greater numbers of
older employed persons to continue to work. At the same time, the
same policies and programiaepproaches should provide aesistance to

uthe nskilled and educatio Uy disadvantaged older workforce em-
ployed or unemployed, to secure good and rewarding career posi-
tions.

In sum, the policy for the National Employment and Training
System must respond to the needs of the maturing work force, and
not be designed for "older workers." The goal should be treatment
of the dynamics of the labor force and not consideration of the out-
lines of a contemporary work force snapshot. Policies in 1989
should be pared for implementation into the next century.

Mr. Chairman, over the past 25 years the Federal Government
has spent billions of dollars in employment and training programa
from the Manpower Act to JTPA, and our organization and many
others do not think that throughout the course of these years suffi-
cient attention was ever really given to the nee& of older worker',
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And by older, I am not talking about people in their Ws and 70s,
but really persons above the age of 40 who have not seen a propor-
tionate share of the resouross going to these people. And Oven the
demographics, the stubborn facts of labor raarket and the
widespread ignorance regarding older worker oasts, and
productivity, and the relative lack of procram tools andItert
nancial incentives, what should be our priorities? Let us suggest to
couple of steps.

We think that the Department of Labor and the should
consider a restructuring of the Job Let pro .
gram to provide for a two part adult tin'inght new the Copings
is looking at the creation of a youth title and an adult tido, The
problem with the adult title is it goes from age 22 to 102, whatever
the top line may be, and we think there is a dinerouce between
younger workers over the age of 22, and people above the age of 40,
and we think that the Congress and the Department, perhaps not
this time around but the next time, the Act is reauthorised to con-
eider an older worker, a mature worker component, at the level of
half a billion dollars of action, so that the states and the local
SDAs really do substantial work with the maturing work force in
their communities, and not just a small set aside, se good as that
may be, in behalf of people over the age of 65.

We think that the Title 5 Program under the Older America=
Act, which now serves only 1 percent of the eligible, should be in-
creased greatly. We would lave to see a 50 percent increase in that,
We will hear more about that from your next panel.

We think that there is good cause, if, in fact, the mature in the
work force in a place like Iowa, and New Jersey, Connecticut,
many, many of the states, and my own State of Pennsylvania, that
joint plannmg be required of the many federal programs that ate
going to the stater, around the needs of older workers. The Job
Training Partnership Act, the EDWAAA Act, the Vocational Edu-
cation Act Trade Adjustmen, Vocational Rehabilitation, there
ought to be an annual or biannual older worker training program
with goals, and resources set out, so that we can see what is hap-
pening. There are such things being done for young workers. We
think older workers shove the age of 40 and 46 deserve the same
kind of treatment.

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

We think we need far more accurate information on older
worker productivity, and employment costs, and that has got to be
widely circulated to the press, to the unions, to educators, to the
press, and to the public. We think the stereotyping of mature and
older workers is lees efficient, inflexible, unhealthy, unteachable,
and appears to be the dominant posture of many hiring administra-
tors in compenies.

With only a fraction of the public education resources being dedi-
cated to Al-W. and the drug campaign, to use for these purposes,
we would be wed on our way toward change. Adult education and
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literacy assistance has got to be provWed to cAder workers seeking
to continue in work, or to get be& into the labor force.

Finally we would like to see the Social Security delayed retire-
ment benefit not wait until the year 2008 to be finally in=
ed up to, I guess, 8 percent, but we would like to sse it
into the next 6 years so that more workers would stay in the week
force beyond age 62, 63, and 64, to ejoy that benefit

We think that there has got to be a lot more flexibility in the
workplace for all workers. I think the real problem with a worker
at the age of 40, and 45, and 50, in a shop is that they do not have
the opportunity for training, upgading programs provided by em-
ployers is simply not presentei to the older workers. They esem
stuck, and they seem fatally stuck in those jobs, eo that they do, in
fact, get out at age 67 and 58 when they are offered an early out,
or they opt for early retirement at age 62, not becalms they really
want to, frit because work life for them has really been a Wain;
it had no enjoyment, no challenge, in the last ten years of their
work life. Let us build some flexibility and some content into their
later work life.

We think that the tax code ought to be looked at, Mr. amirman,
again so that there are more incentives for both employers and
workers, to get training throughout their work lives, but especially
over the ages of 40 and 50, so that they continue to be competitive
in their field of work, whether it be white collar, blue collar, or
new collar.

And lastly, we think the Federal Government should be wpm-
sively promoting job redesign techniques to assist persons with
mild to significant physical or mental 1L itations, to continue to
work at a productive work, or to return to productive work.

Mr. Chairman, just to conclude, we do not think we should be
waiting to age 65, or 60, or 65, to deal with the needs of the matur-
ing work force in this econo:ly. The problems begin to set in at age
40, and 45, and 50. We are all geared to think about people in their
50's and 60's. We ought te be thinking about their needs in their
40's and early 50's, because that is when the problems of an aging
work force really begin.

I would be happy to take any questions.
[The prepared statement of Mr. Schulder follows:1

GS
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Nr. Chairman, my name is Daniel Schulder and I am

responsible for the public policy initiatives of The National

Council on the Aging. NCL is a private, non-profit organization

vorking to meet the current and emerging needs of older persons

and to tap the vast human resource they can offer the nation as a

whole.

Our members are largely local and community public and non-

profi- private agencies providing a range of services including

employment assistance, senior center activities, long-te,-:". care,

adult day care, housing, care givers assistance and

intergenerational programming.

Me are a resource for prograr development, research,

training, technical ass'.stance and publications on all aspects of

aging.

I am Pleased, Mr. Chairman, to present some thoughts and

recommendations regarding improvements in the utilization of

mature and older workers and in dealing with the impediments to

such utilization.

This is exactly the right time for this Committee and the

CoAgress to ease, the imract of the aging of our workforce. The

Congress is considering a major restructuring of the Job Training

Partnership Act. The Egual Employment Opportunity Commission is

undergoing a change in leadership, a change we believe for the

go ' of older workers. The conditions and direction of worker

retirement ber,efits, including pension and health insurance, is
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receiving intense attention from business, labor and the Federal

government, and finelly, the economy, itself, may be at the

point of slowing and, hopefully, after a "soft landing," may be

off into new patterns which will profoundly affeCt all of our

lives and the employment opportunities of America's older

workers.

Mr. Chairman, as you review efforts to employ rider workers

in a variety of opportunities, I urge you to consider the broader

and more salient topic of the maturing of the work force as a

whole. Young people and immigrant workers are simply not

available to fill our job needs.

Since 1983, the umber of persons above age 45 in the

workforce has been increasing from about 33 million to about 36

million today. There remain almost 4 million persons above age

65 still employed and data indicate that there is a slowing of

work force withdrawal, at least for older men, over the past two

or three years.

We should be responding to the needs of the maturing work

force on a demographic par with disadvantaged youth. That level

of response is not legitimately satisfied by minimal "older

worker" set asides. Assigning 3,4 or more of JTPA resources to

older workers does little to equip millions of workers above the

age of 40 who have low educ-'ional and skill attainments for the

current and emerging technological labor market.

I should :AN fox the record that NCOA has been env:7Pd in

expanding employment and training opportunities for older

1.
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Americans for almost forty years.

From our founding in MO, NCOA has held that work is no

less important mature and older workers than it is for the

young. Work is a key to our sense of self and our struggle to

contribute to our families ahnd our communities through our

skilla and our energies.

To xpress this value, WCOA has engaged in scores of

employment, training, economic development, counseling end

assessment and vocational education programs across the nation.

We have been in the forefront of
developing and disseminating a

system of functional assegvAment of middle-aged and older job

seekers and matching these qualifications with employer needs.

We were among the earliest supporters of the Age

Discrimination in Employment Act, and we have worked for the

passage of complimentary legislation in the states.

We published the only technical journal specializi j on

older workers, Aging and Work, and we expect to resume

publication in the future. Currently, NCOA administers the ELI=

Time Productivity Program, under a major grant from the

Department of Labor. The Prime Time Program is assisting ,ae

business and training community to effectively utilize older

workers. We publish a technical newsletter, Aging Workforce,

which explores innovative corporate and public policy responses

to the needs and potentials of America's mature and older

wor,ers.

We also administer one of the largest Title V Older
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Americans Act national programs providing work and training

opportunities to nearly 10,000 older workers annually in 63

projects in 21 states. And, Mr. Chairman, almost all of our

Title V programs have working agreements with their Joh Training

Partnership Act state and local counterparts.

The "graying of the workforce" does not take us t. surprise.

Three years ago, at a hearing of this House Committee on Aging,

we helped to identify the trade deficit and widespread plant

closings and 1....eufacturing cutbacks as especially damaging to

middle-aged and older workers. That hearing was keyed to Bureau

of Labor Statistics analysis of the the problems of the millions

of dislocated workers who lost their jobs between 1979 and 1984.

Martin Zeigler, Deputy Associate Commissioner of the Bureau

of Labor Statistics, noted that:

"About 60 percent of the entire universe of 5.1 million

displaced workers had become reemployed by January, 1984.

About 25 percent were unemployed Nrhen aurveyed and the

balance had left the labor force--that is, they were neit.

working nor looking for work. The situation for the older

displaced workers was very different. Among the 750,000 in

ages 55 to 64 years, only two-fifths were working again at

the time of the survey. Almost one-third were unemployed--

the highest proportion of any age group studied. Over one-

fourth were no longer in the /abor force. Among the 190,000

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

working again in Janualy 1984, just over a tenth were
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unemployed and two-thirds were out of the labor force.°

At OA same hearing, Commissioner Zeigler pointed out that:

*Research don .. at the BLS using these data show that

unemployed mon age SS and over are considerably more likely

than younger men to nd a period of unemployment by leaving

the labor force rather than finding a job. . . . for persons

who are displaced from long-term jobs, withdrawal from the

job market also nay be less a matter of choice than a

necessary response to a poor job outlook or failed job

search.

We do know that older persons make up a sizeable share of

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

poorly in terms of the probability of future employment."

And, while the overall employment picture has clearly

improved since that hearing, the deep problems of older workers

persist. BLS reports that older men still have the longest

periods of unemployment among all unemployed workers.

And despite the apparent strength of the labor market. the

continued problems of older unemployed persons, displaced

homemakers and older discouraged workers may constitute the

profile of the older poor of the 1990s and early 21st century.

For persons over the age of 50 or 60, unemployment means loss of

health benefits and savings, possible loss of pension rights, a

higher incidence of health problems and reduced Social Security

benefits. Unless we deal decisively with this problem, states

1
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which have experienced the greatest job dislocation over the past

decade will become the locales of increaeed future need for 331

and Medicaid, assisted housing and other inCome and service

support needed by dependent older persons.

If the next movement of tha business cycle results in

further displacement of older workers, we must become prepared to

intervene before new pools of long-term older unemployed persons

are created.

Mr. Chairman, the current challenge is how we can translate

the current short-term positive job situation for many mature and

older workers into more peilanont job opportunity structures that

will e 4ure beyond the current cycle. The same marketplace which

now provides some opportunity for older persons can, just as

quickly, return mature persons to economic obsolescence as the

recession of 1982-84 demonstrated.

we can't create more 18 year olds but we can deal with both

current shortages and with long-term labor market needs through

new policies for expanded utilization of older workers over the

next ten to twenty years. If we don't, we commit economic folly

of great proportions.

lammlaysa_thrCiallsnrSitualign
In 1983, as part of the 1983 Social Security Reform package,

Congress signaled an intention to slow or reduce the pattern of

early retirement. It gradually increased the retirement age for

'full" benefits to age 67, starting in the yoar 2000, and

actuarially increased the "penalty" for retiring at ages 62 to

75
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45. In addition, the Congress increased the deferred retirement

benefit from VI to I% over the period of 2000 to 2008. It aleo

lessened the benefit reduction for continuing to work at ages 42

to 70.

The same reform package introduced an income tax on Social

Security benefits for the first time.

Thus far, the Congress has not acted on proposals to

consider some form of pension portability, but it has enhanced

pension vesting opportunities.

These modest Changes in tax and benefits polieies L..., not

been matched by shifts in federal employment programs which might

assist in deferring retirement or in enhancing skilLs toward

greater employability.

The relatively audden labor force demographic shifts of the

past decade have commanded the attention of both business and

public officials. The absolute decline in young persons entering

the workforce, together with the continued early retirement

trend, has occasioned reexamination of both public and private

employment and training policies..

A trenchant example of private sector human resource review

of the implications of the aging of the labor force is reflected

ln the June, 1988 American Society for Personnel Administration

report on °Managing the Aging Workforce.
ASPA summarised those

findings by stating:

"A significant gap exists between what KR professionals see

as necessary to manage an aging work force and the kinds of

76
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policies and programs currently in place. bagimAnamd

half (47 percent) f tbe survey compeniee repeeted

experiencing moderate to very eerieue peoblellie ase0Oieted

with nanaging the careers of senior employees. At the same

time, a majority of the companies only have a few policies

in place designed to specifically address the Challenges

posed by an increasing number of middle aged and senior

employees in the work force.

Other major findings Um the ASPA/001 Survey include:

o Reaction to senior employee career problems is slow.

Organisations with larger proportions of emplqymis aver

age 50 report score extensive senior employee career

problems, but existing policies in those companies are

si.ilar to organizations with much lower proportions of

senior workers.

o Career problems affect more than the performance and

morale of senior employees. There is a spillover

effect to coworkers and customers.

o Respondents attribute the causes of career ptOblems to

senior employee loss of motivation or complacence, but

they feel organizations should still implement HA

policies to help.

o Special training methods can be used to overcome the

difficulties senior workers may experience in learning

7 7
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new skills.

o About one-third of the survey organisations reported

having an informal philosopby that setlrenemt at or

before age 65 il in the best interest of both the

employee and the organisation.

o Top management support for innovative retirement

policies is law.

o Retirement policy problems center mainly around two

issues - -bow to encourage poor performers to leave and

how to accomodate the desires of good performers to

stay on as contributors.

o fewer than 10 percent of tbe organisations reported

the use of polices designed to accomodate the special

needs of older employees who want to stay on the lob on

lither a full-tine or part-time basis. Most companies

do not allow a phaso-in (34 retirement.

moreover, the same report stated that "a gap exists between

what emplovrrs currently are doing and what human resource

professionals feel needs to be done. . . . tor alnost all of the

pelicies covered by the survey, forty percent or more of the

(human rescurce staff) respondents expressed medium to high need

for changea in the policies in their organisations.°

Mid -sized and larger businesses have not significantly

altered early-out retirement offers directed to older staff. At

the same time, mall businesses, especially retail, uervices and

food stablihnents, have been forced to change staffing and

78
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training policies because of the decline of young workers and the

need to attract the only other available large pool of workers--

older persons.

While American business spends upwards of ASO billion in

training activities for employees, relatively little is direeted

to older staff or to such age-related tasks as job riodeign and

counseling assistance for employees of all son. The appparent

acceleration in technical job content and the need to maintain

skill relevancy has not yet attracted the full attention of

either American business or federal and state employment and

training agencies. However, the near-term labor force growth

rate of It in the face of a 20 to et expansion pace of the

economy, with the attendant inflationary pressures, will require

consideration of new policy directions in the near future.

Attempts to shift values from an "institutionalised" early

retirement ethos reinforced by widspread age bias and older

worker stereotyping will require carefully synchronized

approaches.

It is not likely that the age for full Social Securit.

retirement benefits will be further pushed back in this century.

However, changes in tax policy, such as further and deeper

taxation of Social Security and Medicare benefits are plausible.

The new, tax-based Medicare supplemental premiums are examples of

SUCA trends. There is a strong trend in private sector

re, -ement health benefits toward cutbacks. The affects of theme

II

7 9
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tazatalmsa.J112122.1abra..22E1L-ItaLma
The challenge to the private market, the Congress, the

Department of Labor and the national employment and trainiag

network is to design further incentives sod services Mach will

serve to induce greater numbers of older employed workers to

continue to work. At the same time, these same policies amd

progrwm approaches should provide assistance to the unskilled and

educationally disadvantaged Glees work forte, ampler/Ad or

unemployed, to secure good and rewarding career positions.

yell into the neat epntugz.

Several ipportant points should be considered in the design

of policy.

1. The older the worker cohort, the greater likelihood of

skill and educational decrement. This axiom is

historically consistent with experience and can be

projected into the future.

2. The continued growth in the mature and older labor

force will consist largely of women, nispanics and

lower skilled reentrants, both minority and non -

ainority.
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3. Pension an6 health benefit coverage of the CUSTOMt and

projected mature workforce will be commtent or will

decline.

4. The demographics of the amture workforce (ages 010-60)

suggest a limited pool over the 144Mt decade.

S. because of such demographics, and the oostineed

relatively low rates of labor force participation of

miss and women ages 43-70, nalia_tmasta daf malaise god

. This

suggests an upgrading and skills enhancement ratio to

unemployed o)der workers of at least 504-504 or higher.

In contrast, JTPA and Title V are statutorily directed

to unemployed persons. At the same time, continued

public policy preszures /taxing of benefits, delays in

full retirement benefits, cutbacks in entitlement

benefits) could result in greater numbers of currently

retired persons seeking a return to fullor part-time-

-employment. Any new mature workforce employment and

training systew should contain sufficient flexibility

to respond to Changing lator force participation rates,

patterns and desires.

6. The needs and qualities of eature workers, roughly

those 40 and above or those with JUbstantlal job

81.
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emperience (10 years or more), are qualitatively

uifferent from the needs of young workers and new

entrants. These differences, in general, agli.aais

salient than issues of race, class and education.

7. Imployer (and general public) misinformatiOn regarding

older workers (especially employment cost*, heolth

status, learning r.bilities and adaptability), and

attendant bias in employment decisions, are a major

factor in current labor market dynamics and render

ineffective most JTPA and related employment and

traintng systems based on placement performance

standards. These factors have historically guaranteed

both creaming of high potential older candidates and

limited job assistance with few basic skill and

educational components.

Over the past quarter century, the Federal governbment has

invested billions in employment and training programs from MDTA

to JTPA. NCOA believes that all of the major initiatives have

failed to adequately serve older adults because of the dominance

of these factors. Me believe that more experience-driven

reconstitution of policies and resources is required.

Given the demographics, the stubborn facts of market policy,

the wide-spread ignorance regarding older worker costs and

offsetting productivity and the relative lack of program tools

and major financial incentives, what should be our priorities.

Allow me to suggest some stops:

82,.
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We should noncentr our efforts toward two related goals.

1. What public and private pol%cies and incentiva will

result in a decision by Older persons to wOrk longer?

2. Row can we romp: nature ane older unemployed workers

and employ older ...rw entrants kir reentrants to the

labor force such as displaced homemakers?

As a center to these goals, we must also consider the needs

of older workers who say be disadvantaged as a consequence f

in me, lack of skills and education, lifetime racial

diacrimination, illiteracy and/or lack of Inglish, cs he,lth and

disability limitatioos.

Some summary steps could include:

1. The Congress and the Department of Labor should

consider a restructuring of the JTPA program to provide

for a two -past adult title. Part A of such an adult

title would be designcd to serve younger adult workers

ftom age 22 through 39. Part 8 would be directed to

the needs of wyrkers age 40 and above and would utilize

agencies, techniques and approaches appropriate to the

needs and expe..iences of older adults.

2. Congress should consider a aarked increase in the Title

V, OAA progrom of at lerst 50 percent above rurrent

levels. We can currently serve only 1 percent of the

eligibles. With a 50 percent increase of about $170

million, we could wrkedly expend our activities and

turn significa..,. ress.pr.,./s to assist in the design of

8 3
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more on-the-job programs with private employrs. It is

basic corporate policy that we have to Change and not

xhaust efforts to simply relieve current workr

shortage problems. Expanded direct company

initiatives, such as Section S02, on:the-job projects,

will have a better chance of affecting company practice

and policy for the longer term.

3. Federal law should mandatc joiLt plfinning requirements

at the state level for the administration of Titl V,

JTPA, EMMA, adult and vocational education, trade

adjustment assistance and vocational rehabilitation.

We should have an annual or biannual State older worker

plan and program that weaves these statutes into a

pattern of target ' and flxible serv!des to older

workers of all income levels. I woulc %eve the

planning responsibilities to th:. states under Federal

standards encouraging integrated administration.

4. We recommended that the Congress initiate a major

examination of the private pension system not only in

regard to reversion and overfunding b.t also the

coercive aspects of many "voluntary" early out plans.

5. Accurate information on older worker productivity and

employm costs has got to be widely circulated to

business, trade unions, educators, the press and the

lic. Stereotyping of mature and older workers as

less efficient, inflexible, anhealthy and unteachable

S4'
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still appears to be the dominant posture of many

personnel administrators. If only a fraction of the

public education resources being dedicated to AIDS and

drugs were used for these purposes, we would be welt on

ow bay toward change.

6. Adult education and literacy assistance for older

adults working or seeking work should be upgraded.

English language trsining of large numbers of non-

English speaking older citizens seeking work is even

more gtrained because of the increase! in Hispanic,

Asian and other younger immigration groups.

7. Social Security payments will be incroased to reward

delayed retirement. The current bonus of 3 percent

does not reflect the true savings to Social Security of

such delayed retirement. 114 do not seek why the final

increase to 8 percent should be delayed to the year

2008. We urge that the increase be telescoped into the

next five years as a major incentive to continued

worklife. We also urge that the Congress rec-:-ider

the 1983 decision to push back the age for %III ocial

Security benefits to age 67. We don't think that the

evidence shows that the increased benefit penalties at

ages 62-66 will provide incentives to remain in the

workforce. We believe the delayed benefits will tend

to discriminate against those in stressful and

phvsiccl occupations and those with disabilities Who
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will still be forced to retire early.

S. Me have got to build Doxihility into the workplece for

all workers. Me can do that with lifelong training,

periodic assessments which can lead to new °hallows.*

and assignments, retirement experimentation including

phased or trial retirement and effective pension

portability.

9. The Congress should consider changes in the tax code to

provide both employer and worker incentive, to maintain

skills into late life. Such incentives could reward

employers who provide training to employees above the

ages of 40 and 50 with a differential inceneive for

retraining and retaining older staff. This would be a

far more efficient approach than the costs of

recruiting and retraining a long-term unemployed oldr

worker.

10. Create, through JTPA, EDWAAA or eerkina Act resources,

regional "

which could:.

a. At low or no cost, perform an "age audit on a

work force at the request of the organization.

b. Identify company human resource and benefit

policies which tend to underutilize and/or

discriminate against mature workers.

c. Propose employment practices and policies which

will tend to maximize older workers on staff or

86
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those who could be recruited and hired.

d. Assist employers (pdblic and private) end =Jana

in utilising Federal, state and private teChnical

resources to better utilise mature workers.

e. Transfer consultation and training experiences to

community colleges, PIC*, Ma, private human

resource groups and other organisations.

f. Analyze experiential data for pdblication and use

by pdblic ;gencies, employers, Congress and the

Federal government.

9. Help design Eldercare employer programs.

h. Challenge stereotypical mature worker images.

ii. The Federal government should be aggressively

promoting job r4design techniques to assist

persons with mild to significant physical or

mental limitations to continue at, or return to,

productive work.

Mr. Chairman, I hope that our comments and recommendations

will be of use to you and this Comoittee. We believe that they

make good sense for workers, employers, unions, educators,

employment and training agencies and government. Me believe that

good labor market policy for older woukers adds up to good policy
for all.

Thank you for your interest in these thoughts.

87
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Mr. limos Thank you, Mr. Schulder.
Ms. Golding, there presently is a 3 percent set aside for older

workers under Iltle 2A of the Job Training Partnership Act for
economically disadvantaged adults and youth. The Department of
Labor, as I understand it, supports eliminating the set aside. I
wonder if you can explain the rationale.

Ms. GOLDING. Yes. The issue is not should older workers be a
irrgroup under JTPA because we feel they should be. The ism

ould we set aside funds at the state level, or should we try to
push that money down to the local level where the services are ac-
tually pr vided. And what we have tried to do with the Adminis-
tration proposw for JTPA is to push more money down to that
local level, so that older workers can get services.

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

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

Right now older workers are being served under Title 2 of JTPA;
about 3 to 4 percent of the participants are workers age 55 and
older, or about 17,000 people. We would like to see that increase,
but we would like to see it through

Mr. Humizs. How much of the 3 percent set aside is utilized?
Ms. GOLDING. That has been a problem for a number of years al-

though the situation is improving. The last year for which we have
complete data, about 70 percent of the 3 percent set aside money
was used.

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

Ms. GOLDING. Tlr is a question of how much money ef the
money that is set azutie at the state level does today actually reach
the local level, and that may have something to do with the fact
that that money has tended to be underutilized. The money that is
actually pawed down through the local level currently under
JTPA, about 80 to 83 percent of that is spent at the current time,
so the proportion of money used of the expenditure rate is a little
faster for that money that gets all the way down to the local level.

Mr. HUGHES. Mr. Enoff, I appreciate your sharing with us,
among other things, the advantagea and the disadvantages of the
earnings test, but I did not hear you say where you came down on
the issue.

Mr. Exonr. Well, you have heard the advantages, and we have
been studying that, and because we have not been able to come up
with a way that would not involve significant short-term cost, the
Administration currently is not supporting any legislation in this
area.
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Mr. HUGH1111. So the good news is that you understand the advan-
tages and iisedvantages. The bed news is that you are not pre-
pared to take a podtion on it.

Mr. &sore. Well, the position we have to take on those bills that
we have seen, because the costs ha, e been in the neighborhoods of
$5 billion a year

Mr. Hunan. Well, let me invite you to take a good look at what
Mr. Tauke and I are trying to do. I mean, we recognise that among
other things, it is a money ism. But we have a problem. We have
a lot of older Americans that have a tremendous amount to ater,
and one of the disincentives that we believe is out there is des pen-
alty that they perceive exists, that if they go back end wort in an
area that they are going to lose a dollar for every two dollars they
earn. That is a disincentive.

We also have a major problem in this country of tryizqr to find
child care providers, and what better resource do we have out
there than older Americans who have lived for the most part a
very productive life, who love children, have a great deal to offer,
and who would often provide that a - -7 relationship which older
Americans can provide to children. " not attempt to bring theme
two concepts together? The costs woul not be that much, and you
would be addressing one of our major shortfalls, a lack of appropri-
ate child care provider& At the same time, it would enoourage
more Americans who are very productive to get beck into the work
force. Why should we not be utilizing that technique to try to focus
in on older Americans who can be very productive in an important
area of endeavor?

Mr. Error& I certainly would agree with the idea of trying to use
the older workers in the child care area, but I think as we have
even peen today, the problem that we run into, Mr. Chairman, is
that how do we pinpoint one area. We have heard today the idea of
elder care, which is certainly another very necessary area, and
where our older workers could help. And other areas that would be
suggested, and once we create that precedent, I wonder how we
would draw the ring around that in terms of where do we stop?

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

Mr. ENOIPIP. That is correct.
Mr. Homes. So why not try to do it in a focused fashion, and

identify areas of endeavor where older Americans could provide a
tremendous amount of expertise, and carve out some exceptions.
Why would that be a bad precedent?

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

There are some difficulties with implementing that, how far does
child carehow do I define that? 110 would define that? Do I
have to get a certification that this person worked in child care,
and therefore was not subject to the earnings test?

89,
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Mr. Human. We do that all the time, and, you know, we are now
in the 20th Century, appresching the 21st Century, and with data
processing, and the ability to

Mr. brow. I do not disagree with the concept. What I
is that if we could eliminate the esraings test can
all agree. If we could find a way of doing thatwlthLn the con-
straints of the budget, the problems that we have would be admin-
istering a piecemeal approach. I am not saying it is impouslblai. but
we have not seen a way to do that, and this is a
idea.

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

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

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

Mr. ENOFF. I think that is a fair assessmeitt.
Mr. TAMIL think it is important to note when we talk about

the earnings tett it is not just that if you earn two dollars that you
lose one in Social Security. It is that you earn two dollars, you lose
one, but you pay taxes un two

Mr. ENOTIP. That is correct.
Mr. Tames. And, while the words "catastrophic health insur-

ance" have not been uttered yet today, that her highlighted the
problem of paying taxes on two dollars when you have earned a
dollar, or if you are only taking home a dollar. So, it is a problem
of equity and fairness. We need to figure out a way to Wdreas it.

Let me focus on a couple of othet issues quickly, however. The
Department of Labor apparently wants to encourage states and
local agencies to coordinate JTPA and Title 5. As you indicated in
testimony, we found problems that arise in attempting to coordi-
nate these programs. -For example, the performance standards for
JTPA and Title 5 of the Older Americans Act oftentimes conflict
with one another. JTPA, for example, requires full-time employ-
ment in order to count the placement as successful, while Title 5
allows for onlj part-time employment. JTPA requires that program
participants receive above the minimum wage, and Title 5 provides
that pa:licipants earn not more than the minimum wage. Thus,
JTPA trained workers placed in Title 5 jobe cannot count for JTPA
performance standards.

I wonder if you have any recommendations on ways to improve
coordination of those progrems, if the Department is doing any-
thing abeut it, if there is something we can do to help the coordina-
tion?

Ma GoLeanu. You have put your finger on a very real Froblem
where the two coniliargagobrlives made the of local
predate that you are today very difficult to do. Oa
the ether head, ae pert et cur :TPA ympead, we are
afficaat chow te the perfaremmo meammeameisPrirrialt
Om mere emplmab to the mica help mud Issprirtive ginkgo, mad
mere latemive training sad week experimaa aad that maims

BOW
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who are most at risk need, and I think older workers certainly fall
into that

We &ref:14=W be the performance isseasureenent
system to give more credit to work experience, to int .Ave
be services, and training that is tarpted to the identified=
the worker he comes into the JTPA program, whatever bis or
her age. So I think we are moving tower& solving that very reel
problem.

Mr. TAME& And OM other thinfirIpwould mention is that every-
body I know wants a piece of the A thals. All ef a middsa that
has become a fairly popular game, what chunk of the mum can
you get? There aro two areas that seem to need a lktle more em-
phases. One has teen in the area of placing an emphesis on the
education and training of older women. It is different, I think, for
somebody to attempt to reenter the workforce after a period of
time of raising chilthw, than it is to move from one job to another
and get retraining. And, for that reason it seems to me that dis-
placed homemakers, who may maybe are forced out because of
death, or divorce of a spouse, or maybe just because children have
grown, and should be emphasised.

The seamd one I guese is related to that, and that is farmers or
others who have to change occupation and lifestyle completely. I
know in our state when we went through the farm crisis of the
1980's we saw how difficult it is to move smeboO, out of a way of
life to a new way of life. It is much different from moving him
from one and refraining him for another. And I hope that
JTPA, w I think is very pod at ietraining for a new
also spend a little more time focusing on how you

daif you will, as part of preparation for a new job. na:: more of a
comment than a question.

Ms. Gmmeo. Now, I think your point is valid about needing a
JTPA that focuses more on the individual needs a person hen, in-
cluding a displaced homemaker, and gears the necemary support-
ive services and training package to help addras those_ epecial
needs, and that is one reason why we are asking for an adult title
separate from a youth title, so that we can distinguish between the

. techniques that work far those two different populations. But also
in both titles we are focusing on a front end assessment of exactly
what that person needs.

Mr. Them Thank you. Thank you, Mr. Chairman. I thank the
panelists.

Mr. Humes. Thank you. We will stand in recess for about 10
minutes while we catch this vote. We will be back for any members
that want to question the panel.

Mr. MONA Mr. Chairman, just OUO thing before WO ream. I
would like to ask unanimous consent that a statement from Sena-
tor Roth relating to his caccendiel amendment of the Child Care
Bill in the Senate to exempt child care earnings from the Social
Securitif earnin,gs limitation, be included in the record.

Mr. Hems& Without objection. So ordered.
We are recessed.

. Hymn& Does the gentleman from Iowa have any further
questions at this point?

9 ki



Mr. Enoff, what recommendations does Social Security have for
encouraging more workers to remain in the labor force?

Mr. brow. What recommendation' would we have? Well. I think
there is kilt into the 1988 agreement some easing of the retire-
ment test. One for two goes to one for three. Those were the Miler-
tisan agreements that were reached in 1888. We have not 00111Itt up
with any other. As I indicated, all of the various Prollossls that vs
have been able to look at have such short-term costs that they
impact on the budget, the deficit situation, in a way at this point
do not have any proposals.

Mr. Malan. Does the Social Security Administration have any
studies underway on this subject?

Mr. &Torr. We have done some studies, Mr. Chairman. The big
problem here, I might say, is trying to determine the number of
peoplo who would, in fact, change their behavior and come back
mto the work force. There is k.st no predictor, there is no "%poi-
ence to use as a predictor for that, and also trying to detertn!ne
how much underground economy is taking place, and how much of
that we could do, or make legal, if you will, if we could change
that, and we 'list have not been able to come up with any data
working with Treasury, and the tax people.

Mr. Humes. Have we tried?
Mr. Errors.. We have tried to come up with data, yes.
Mr. Humes. What rm getting at is that I get the impression the

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

Mr. EMIT. I think that this data that was referred to earlier
from the Labor DPpartment is an interesting c in trends, and
it does tend to corroborate, I guess, the new ben survey in-
dication thrit the earnings test did not play that t a role
in that decision, but it is so difficult to separate that out.

Mr. HUGHES. Well, I would like to see the studies, and I would
like to see the methodology, because my own experience would not
bear that out. It is a factor. I don't know how serious a factor it is,
but I "now it is a factor.

Mr. ENOFF. A factor.
Mr. Humes. It is a factor.
Mr. ENOFF. I do not disagree that it is a factor.
Mr. HUGHES. It is enough of a factor that it is mentioned many

times to me by my constituents. I cannot believe that my district is
not typical with what is hap2ening around the country. There
might be shades of difference, but

Mr. ENOFF. We will be glad to share what we have from that
new beneficiary survey with you, and certainly if there are any
trende when we can analyze this latest data that comes in the next
couple of months from Labor that indicates a flattening, or actual-
ly an increase in the number of older workers, if we then perhaps
could go back and do a survey of those workers at tame point soon

9 2



to determine what were the factors, why did they come back to
work.

Mr. Home Well, I think we have tO decide whether it I. impor-
tant for us to develop some new initiatives to try to get more older
Americans back into the work force If we dedde that it is impor-
tank and I think we should, dun we ouOt to try to got ss sub
data as we can to see Just what factors influence the decisions of
older jemon. to leave the work force. If there are inedtutional rea-
sons for them leaving the work force, then I think we need to try
to develop programs and strategies te deal with it, just like we clo
in any other discipline.

Mr. Errors. I think as we talked about it some of the goring of
the private pension plans, generally if you have 26 years
in the private pension working longer than does not increase
substantially your retirement, so that when you X point, if that
happens to be 62, or 63, or 64, continuing to work does not inCTINMS
your computation for pension. That is one of the factors certainly,
we think. 'That person says, "well, you know, I am not making as
much in ef6act because I am not contributing to that"

Mr. Humes. But something else is happening today. People are
making mid course corrections. They are ,dng upon new ca-
reers more than they ever did. Some have to. Some are doing it by
choice. I mean, our adult education classes are
People are attempting to further their education,
skilb. They often want to go into new areas, and why shoUld we
not attempt to match labor market needs, such as in the child care
area, to tMt desire to get older Americans who have so much to
offer, back into the work force. Why should we not be doing that by
way of strategq?

Mr. Emir. I do not have any disagreement with trying to match
them. I guess my only concern agaiii it would be a massive elimina-
tion of something ilk,: the earnings tisk or to try and administer a
way of picking and choosing. I think we need to

Mr. Humes. Well, we ought to at least try a suigical way of
modifying the earnings test by identifying those areas where we
need help. For instance, in the area of nursing a lot of older work-
ers have left the work force who are skilled nurse practitioners.
Yet, there is a tremendous need. I am not locked into just child
care. That happens to be one of the hottest issues on Capitol Hill,
and I thought that would be an ideal way to focus in on a utrategy
to get older Americans back into the work force. But I could see a
vrAole host of areas where we could decide as a matter of public
policy that we want to provide incentives. We would not do a great
&al of violence to our fiscal policies by eliminating the earning
teat surgically, until we get to that point where 'one of these days
we will eliminate it entirely.

But you know, Mr. Tauke and I are realists. We know that is
not ,oing to happen in the immediate future. So we watch people's
lips very carefully here on the Hill, and we know we are going to
have problems for a while, and so as a result you do ft

We have a major shortfall in the area of elderly care, such as
Jan Meyers was talking about Then, why should we not as a
matter of public policy, attempt to motivate those who have
skills to get back into the work force to doal with those
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Particularly when we see that fewer young people are coming :nto
the work force proportionately. If we are to remain competitive we
are going to have to motivate older Americans to stay active.

W. Beholder, -I did not mean to neglect you. W. appreciate your
teAtimony. Let me hear from you .as to what you think we can be
doh.; more in the Job Training Partnership Alct Widths creating
that two part adult tier that. you talk about What else can we be
doing?

Mr. Sannamt. Well, let me illustrate some of the problems in
the Job Training Partnership Act, a network that really simply re-
flects the broader market.

Aging sponsors a Job Partnership Act program, and
In California our altion, the Nation Council on the

among the supportive sarvices that workers can receive getting
training is day care. Thrt is what it says in the lit of
services. So when our program in working with older =VT:
their 50's, and 60's, and above, went to the service delivery area,
the agency running the ?rogram, rad said we would like to utilise
adult day care so that the adult wenta of some of our trainees,
that is, people literally in their 10's who are 58 year old workers
are taking care of at home, wild be provided with a d care eery-
ice during the day to allow them to get Job Training
Act training. Of course, the SL A said, "no, day care means
dren's day care, not adult day care," although that is not what the
regulation said. Well, we solveil the problem eventually so that in
fact, some of the older worke..s who are taking care of their very
elderly parents or relatives, now can utilize adult day care as a
supportive service under jTPA.

My point is I did hear what the Secretary did say. We still think
that you do need some coercion, 1 you will, that is, some set aside,
some mandated amount of money rather than participants, to
make the system respond, and I think you will be hearing more
about that from your next panel, I gather.

The 8 percent set aside took 3 or 4 years before it began to spend
each year's allocation. That is, it was behind as the rest of the pro-
gram was behind in But in the last, I understand, 2 or 8
years it is now spen more of each year's allocation, but it is
still stuck with the prob em of spending the carryover funds from
the set aside from previous years, but in most states they are now
spending at least 100 percent of the allocatinn for that year or
more. The system is beginning to work. There nre many hundreds
of Title 5 programs now working with JTPA pragrams around the
country, and those are in jeopardy if the 8 percent set aside goes
down the tubes, as it may well in the work of the

We think that the Congress might conaider th?)finihreo:eivng.. Why
not deem as eligible for JTPA anybody eligible kr rt Title 5 pro-
gram, or enrolled in a Title 5 program, and simply 7.4ake it clean. If
you are in a Title 5 program you are deemed aligible for a JTPA
space.

Mr. HUGHIS. Why should we not do awl., Ms. Golding? Why
should we tiot be doing that?

Ms. GOLDING. It may be that we have. We tried to cross-reference
in our JTPA pi,posal all the related programs who have similar
definitions of what economically disadvantaged is. For example, on

§
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the -outh end those eligible for the school lunch program and the
eov!e who are eligible for the welfarethe moose= to AFDC, the
JO are automatically eligible, and it may be that ntb
5 is inPfhecigrren am looking around to ass if them is someone who
could answer that cpiestion. I will check on that.
Mr. Somme. Part of the problem is that the Title 5 program

has 126 percent of poverty requirement, and the JTPA program ba-
ideally has 100 percent of poverty, although about 70 percept of the
Thle 5 enrollees nationally are at 100 percent of poverty or beim.
They are, in fact, low income people, Ind largely women, and saany
minorities. We think it would really enhance coordination If you
just did that.

Incidentally, we are working with the Department under A con-
tract and a grant called Prime Time Productivity, to abet these
kinds of unions around the country between ritk 5, J'I'PA, year
tional education, private efforts, and other public efforts, and it is a

very fruitful relationship. We think, however, that the law itself,
and the Congress, could go a bit further in enhancing resources
and coordination.

But again, I think that the Job Training Partnership Act net-
work, and I am talking about the administrators around the coun-
try, reflect the broader market, so if many, many personnel manag-
ers think that older workezs cannot learn, cannot be Irained, are
not adaptable, are not productive, that really gets reflected back
unfortunately into the Job Training Parithip Act network, and
they are reluctant to recruit older workers because they are nerv-
ous about ever placing them, and thereby losing on the perform-
ance standards in the Job Training Partnership Act program.

The Department is considering some changes in thole perform-
ance standards as it may affect older workers, and displaced home-
makers, and farmers, I believe, are also going to bethat is, dis-
placed farm families, so that the per" rmance standards for those
groups may be different. But there is a whole complex of things
that really have to be dealt with, it seems to me.

You do not, for instance, take five people over the age of 50 and
put them into a group of teenagers and train them and expect
these five adults in their 50's to respond to the same kind of train-
ing methods and patterns that young people have, and that is why
the Department wisely, and the Congress, I think, will wisely sepa-
rate it into an adult title and a youth title. On the other hand, the
adult title is ages 22 to 102, and we think there is a real difference
between ple in their lath als, or mid Ws, and people in their
40's and , 's, and would like to see a further, if you will, conven-
ient and flexible separation into an A and B so that workersso
that SDAs and stata can look at a broader group of people in their
40's, 50's, and above, and design training techniques, and place-
ment techniques, and recruitment for tlim broe.der range of older
workers.

The program will work, and the market is causing the program
to work better. Aa we have heard now, we have had fewer teen-
agers come into che labor market. Companies are out recruiting
older workers. hopefully that. will continue into the longer term.
We would just like to make it a more efficient system so that it is
not so arduous; the market process is often very rough. We think
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policies can ease it so that older workers, and again older in our
viewpoint is not just people over 55 or 65, but people in their 40's
and above, we would like to see older workers in a smoother way
get into those jobs, and retain those jobs. Keeping the worker on
the job though, making sure the 50 year old who I. about to be
off', is equipped to sW on the job is as equally an important target,
it seems to me, as Wting the unemployed 58 year old eight years
later and getting the job.

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

Mr. HUGHCS. Thank you. Thank you very much.
I have no further questions. I wouldasdairetoe the panel we appreci-

ate your teetimony. We may want to some other questions
to you, and we will keep the record open for a couple weeks eo that
we can receive your answers. Thank you very much.

Mr. SCHULDICR. Thank you.
Mr. HUGHICS. You have made a significant contribution.
Our second panel today consists of the Honorable Robert Menen-

dez, who is the Mayor of Union City, New Jersey; Alice Obeeiro,
Director of New Jersey Depsrtment of Senior lployment Serv-
ices; Dana Berry, the Project 1.4rector, Union City, New Jersey Day
Care Center; and Barbara Willer, Public Affairs Director, National
Association for the Education of Young Children.

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

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

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

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

and I very much appreciate the opportunity to appear before
the subcommittee and to share insights that we both have pined
as a direct result of our involvement with older workers in the
Union City Day Care Program.

Dana is justifiably proud of our intergenerational program and
so am T -o I am going to try to cut my comments short, Mr. &air-
man, so that maybe you will consider giving her some of my time.

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

9 6
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UCDCP-monitored wol-k experience training in public and private

non-profit child day care centers and after-school programs which

have been pre-approved by UCDCP with respect to program caliber,

workplace quality, and their culmitment to hire the trainee or

trainees for non-subsidized teaching assistant positions within

six months of their work e>perience start date.

The Hudson County Dv'ision of Employment and Training

provides JTPA funding to cover the costs of the eight-week

classroom training and practicum component. The State of New

Jersey Division on Aging and designated local organizations under

the Title V Older Americans Act Senior Coramunity Service

Employment Program provide funding for stipends for trainees

during the eight-week classrocm/practicum component and for up to

s.LX mwnths thereatter in the follow-on work experience component

of the paraprofessiona] training program.

To date, one hundred and twenty-six older workers ranging in

aae from 5' to 82 years of aye have graduated from the UCDCP

paraprofessional tralning program I am pleased to report that

all of our graduates have successfully embarked on their "second

afeers" as child day care teaohIng assistants. many of our

graduates are now working in for-profit and non-p,-ofit child day

c.lre centers throughout Hadson County. A number of other

graduates are now employ,'d <1'; tedcher aides in before-school and

after-school child care programs in UnIon City. And some of our

graduates have elected to b.,,(,me e,,trepreneurs, and have become

0
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tive hoops in order to create the .possibility for us to have this pro-
gram.

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

[The prepared statement of Mr. Menendez follows:]
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SUMMARY OF TESTIMONY OF NOV. ROBERT MINSVDEE
MAYOR OF TEE UNION CITY, NEN JERSSY

1. Recognition of the important role that can and must be played
by older Americans if we are to successfully respond to the
multitude of social problems faced by our nation.

2. Support for S.R. 3079, including expansion 02 the concept of
earnings disregard for jobs in other community-Service
fields that have become very critical for local communities
over the past few years, including literacy trainers,
anti-drug abuse teachers and cAunselors, remedial
education tutors for children, youth end adults, counselors
in teen-age pregnancy preventim programs, teacher aides
and tutors in alternative education and drop-out prevention
programs. teachers of parenting skills to young parents,
community recreation aides and counselors, and so forth.

3. Proposes the creation of a National Service Corps foi Senior
Americans, in which participants employed in community-service
jobs as described above would be eligible for application of
an er-tnings disregard Tandem Social Security, or a tax credit
or deduction, as appropriate.

4. urges Subcommittee support for JTPA amendments to be offered
by Congressman Matthew Martinez in ordew to ensure that older
Americans will not be denied the opportunity to participate
:.21 meaningful way in JTPA employment and training programs.

!I 5
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Mr. Huenns. Without objection, it will be so received. Thank you
very much for an excellent statement. Ms. Berry? Welcome.

STATEMENT OF DANA BERRY, PROJECT DIRECTOR, DAY CARE
PROGRAM, UNION CITY, NJ

MS. BUM'. Good afternoon, Mr. Chairman. I am Dana Berry,
Project Director of the Union City Day Care Program in Union
City, New Jersey, and I very tench appreciate the opportunity that
you have so graciously extended te me to share my insights and ob-
servations with respect to acts that are worthy of consideration by
this subcommittee and by the U.S. Congress, in order to better pro-
mote better utilization of one of this Nation's most valuable re-
sources, its older citizens.

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

Mr. HUGHES. That will be so received without objection.
Ms. Brum. I will start by providing you with a brief overview of

our day care program, and then I will describe our paraprofeasion-
al training program for older workers, which has provided divi-
dends far exceeding our original expectations. Following that over-
view, I will offer some observations and recommendations concern-
ing certain pending legislation affecting older workers.

Our non-profit program in Union City currently serves Mb chil-
dren between the ages of 6 months and 6 years in two day care cen-
ters, and a settling program for home-based care for infants. The
majority of the children served by the UCDCP program comes from
low income families, principally Flispanic. Some of our children are
from families headed by very low income single females

Despite the budgetary and other challenges that are an ever
present feature of any day care program focuaed on low income
families, our program has been able to develop an early childhood
program that has earned accreditation by the National Academy of
Early Childhood Programs, which is the accreditation branch of
'he National Association for the Education of Younp Children.
fhat was hard work.

Union City Day Care is only 1 of 11 day care programs in the
State of New Jersey to have received such .---wlitation, which we
did in August of 1981s, and it is the only NAPVC acc.reditm r,
gram industry that is both multi cente- a and multi cuitured.

Mr. liuGuzs. Ms. Berry, I wonder if you would hit the highlights
for us, and summarize, because we 1- ave read your statement. It is
excellent, and it will be part of the -ecord, and if you could do that
then we could get right to question

MO. BERRY% We have been using older workers in our day care
work force since 1988 when we developed a profeesional child
care training program. To date we have _mated 120, and those
older workers have been put in the c d care work force in
Hudson County in various capacities. In fact, the training program
has attracted national attention, and today Life magazine is fdm-
ing and finishing up its article which will be put in, we hope, the
November-December issue, so you will be able to see us in action.

It is difficult to describe the full extent of the contribution that
the older workers have made to our program, and to the conununi-
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ty at large. Very simply they are just very reliable, totally dedicat-
ed, dependable, responsible, and consistently cheerful people, and
the effect that they have upon the children, and even upon the
teaching staff, is magical.

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

Mr. limas. Very good. Without objection it will be so received.
Ms. hERRY. One of the questions asked in the video tape is why

are there not more programs like this around the country, and you,
Mr. Chairman, in your introduction through H.R. 3079, this legisla-
tion tells me that you already know the answer to that question.
You have recognized that many programs that were created to help
low income older worKers have often had just the opposite effect
because of unreasonable restrictions or regulatory provisions which
effectively deny the able-bodied older Americans to the opportunity
to supplement their meager pensions with modest wage earnings.

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

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

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

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

[The prepared statement of Ms. Berry follows:]



108

kills and to encourage their personal involvement in the

education of their children.

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

incalculable worth of our older worker child day care

paraprofessionals. You have to 3ee the special magic of

the intergenerational approach in order to fully appreciate it.

In order to give the Subcommittee a visual profile of our program,

I have brought with me today a videotape of recent television news

coverage our program has received. This is not a professionally-

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

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

should be encouraging more programs like this around the country.

And in the videotape, you will hear a news announcer ask the

question, "Why aren't there more programs like this around the

country".

Having heard about the legislztl,n that you have recently

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

know the answer to that question.

-6-
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cooperative partnership effort with the State of New Jersey

Division on Aging, the Hudson County Division of Employment and

Training and the Hudson County Private Industry CounCil, through

which low-income individuals 55 years of age and older, princi-

pally Hispanic, have been trained by UCDCP as paraprofessioftel

child day care teaching assistants.

Our model training program coordinates resources available

under the Title V Older Americans Act Senior Community Service

Employment Program and the Job Training Partnership Act.

The training course consists of 160 hours of classroord

instruction conducted over an eight-week period. The classroom

training is based upon a theoretical framework consisting of the

Hawaii Developmental Scale for Early Childhood, together with

daily practicum experiences that are tied directly into the

classroom lectures on early childhood education theory. Further,

there are daily classroom assignments during which trainees have

an opportunity to practice what they are learning on a very

concrete level working directly with the children. The

trainees also spend time In each of the various age-level

classrooms so that the trainees experience the different stages of

young children's growth and development.

Following the completion of classroom training -- with a

graduation ceremony complete with cap and gown and keynote

speakers -- the trainees receive up to six additional months of

-2-
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DCDCP-monitored work experience training in public and private

non-profit child day care centers and after-school provost which

have been pre-approved by UCDCP with respect to progree caliber,

workplace quality, and their commitment to hire the trainee Or

trainees for non-subsidized teaching assistant positions within

six months of their work experience start date.

The Hudson County Division of Employment and Training

provides JTPA funding to cover the costs of the eight-week

classroom training and practicum component. The State of New

Jersey Division on Aging and designated local organizations under

the Title V Older Americans Act Senior Community Service

Employment Program provide funding for stipends for trainees

during the eight-week classroom/practicum component and for up to

six months thereafter in the follow-on work experience component

of the paraprofessional training program.

To date, one hundred and twenty-six older workers ranging in

age from 55 to 82 years of age have graduated from the UCDCP

paraprofessional training program. I am pleased to report that

all of our graduates have successfully embarked on their "second

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

graduates are now working in for-profit and non-profit child day

care centers throughout Hudson County. A number of other

graduates are now employed as teacher aides in before-school and

after-school child care programs in Union City. And some of our

graduates have elected to become entrepreneurs, and have become

104
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home-Lased providers of child day care through private

arrangements with individual families, or as e part of UCDCP's

satellite program for home-based child care for infants.

I am also very pleased to report that a number of our

graduates are also pursuing advanced education and training

through the Child Detelopment Accreditation program. This is an

extremely rigorous training program which presents formidable

educational challenges even to individuals far younger than the

average age of our graduates. The dedication, enthusiasm end

perseverance of these senior CDA candidates has instilled great

respect and admiration for older workers in my professional

teaching staff.

The inclusion of older workers in our day care program has

produced dividends which I could never have contemplated at the

outset of Lur training Initiative. We find that *he older workers

are reliable, dependAble, responsible, and consistently cheerful.

The effect that they have had upon the children -- and even upon

us harried adult teachers -- can only be described as magical.

Children who come from dysfunctional families have found a stable

and consistent source of love, personal attention, encouragement,

positive reinforcement, gentle guidance, and seemingly limitless

patience.

Mr. Chairman, you simply cannot fully understand the concept

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

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

And the UCDCP program itself has not been the only

beneficiary of our older workers' unique commitment tO their

"second careers" as professional care givers. Many of our Older

workers have voluntarily assumed the role of mentors to young

single mothers of our day care children -- many of Whom have had

no positive maternal role mndels to emulate, and who therefore

may also lack basic parenting skills.

Also, our older worker teaching assistants are assisting the

implementation of Hudson County's welfare reform program --

entitled REACH. '.1nder this important initiative, our older

workers play key roles as teaching assistants and care givers

for the pre-school and school-age children of AFDC parents

enrolled education and employment training under RUCH. Amid, they

will also be filling the role of home visitor-teachers in the

arly childhood development and parenting skills program that

UCDCP is developing for REACH families in conjunction with the

Hudson County Division of Social Services.

And, our older worker teaching assistants will also be

a crucial part of our staffing for a model early childhood

development center to be co-istructed in Union City. In this new

facility, UCDCP will not only provide early childhood education

and development programs ior young ctildren, but will also

conduct classes foi- parents in order to enhance their parenting

-5-
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skills and to encourage their personal involvement in the

; education of their children.

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

incalculable worth of our older worker child day care

paraprofessionals. You have to 3ee the special magic of

the intergenerational approach in order to fully appreciate it.

In order to give the Subcommittee a visual profile of our proven,

I have brought with me today videotape of recent television news

coverage our program has received. This is not a professionally-

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

seen it to date. It makes an eloquent statement about why We

should be encouraging more programs like this around the country.

And in the videotape, you will hear a news announcer ask the

question, "Why aren't there more programs like this around the

country".

Having heard about the legisiztl,n that you have recently

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

know the answer to that question.

-6-
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Nr. Chairman, I commend you for introducing H.R. 3079, which

will exempt child care earnings from the Social Security earnings

test for workers aged 65 and older. Your legislation is very

important, because it recognizes that several federal programs

which have ostensibly been created, in whole or in part, to

help low-income older Americans -- and Social Security and the Job

Training Partnership Act are principal among these -- can

actually have the opposite effect for a substantial number of

low-income older Americans who would like to supplement their

meager pensions with part-time employment. Earnings restrictions

under Social Security and inappropriate performance ttandards

under the Job Training Partnership Act unfairly and unreasonably

deny to many low-income older Americans the opportunity to

participate in work opportunities that would enhance the quality

of their lives, provide them with modest supplementation of

retirement income, imbue them with the respect they deserve, and

enable their communities to utilize their knowledge, talents and

abilities to help meet the compelling needs of contemporary

American society, including child day care and improved public

education.

-

I note that H.R. 3079 has been referred tc, the House

Committee on Ways and means, so you can be sure that I will urge

your distinguished colleague from New Jersey's lith Congressional

District, Congressman Frank Guarini, to do everything he can to

assist your legislative initiative.

-7-



With respect to impediments to older worker particiwion in

the Job Trainirg Partnership Act, it is my view that inappropriate

performance standards applied to older workers under the regelar

training title -- currently Title II-A -- constitute the Single

biggest -,,roblem. And th:t problem could have disastrous

implications for older workers if the Mouse and Senate Labor

Committee bills amending .7TPA are enacted in their present fore.

Mr. Chairman, the timing of this hearing by the Subcommittea

is exti,mely propitious, because it may provide the vehicle

through which the Subcommittee can act to ensure that the needs

and interests of older workers are safeguarded in JTPA.

As you know, Mr. Chairman, up to now, most JTPA involvement

by older workers has been under the so-called 3% Governor's

set-aside program. Since the total funding available in any given

year under the 3% program represents such a miniscul portion of

overall JTPA funding, it is natural to wonder why more older

Americans are not served under Title II-A -- which has

significantly higher funding levels. The simple but sad reason

for this disproportionate under-representation by older workers in

the JTPA participant population is that Title II-A performance

standards do not take into consideration the basic fact that many

older workers -- particularly those 60 years of age and older --

prefer part-time work as opposed to the full-time employment

required by the Title II-A performance standard. And this

pieference for part-time work reflects the realities of the aging

-8-
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process which I am sure I do not have to detail for this

Subcommittee.

In addition to their preference for part-time work, many

low-income older individuals are concerned about wage levels which

might jeopardize their Social Security retirement income or their

continued eligibility for such important aid as assisted housing.

As a matter of fact, I have had to conduct pre-enrollment

briefings for my older worker trainees to reassure thee that

their SCUP stipends would not adversely affect their Social

Security retirement income.

Additionally, the JTPA Title II-A performance standard

relative to wage at entered employment is often at a level which

would adversely affect Social Security retirement income, and

would imperil eligibility for assisted housing and older benefits

important to low-income older Americans. Furthermore, wage levels

dictated through the Title II-A performance standards make it

almost impossible to link the Title V older Americans Act Senior

Community Service Eeploynent Program wi*h the JTPA, because the

maximum amount of the hourly stipend that can be paid under the

Senior Community Service employment Program is $3.35.

In direct response to the obstacles created by the Title II-A

performance standards, organizations interested in sponsoring

older worker training programs have naturally gravitated to the 3%

set-aside for older worker programs. But both the House and Senate

-9-
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Labor Committee bills -- H.R. 2039 and S. 543 respectively

eliminate the 3% program, and rlansfer that funding into the

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

Although both H.R. 2039 and S. 543 contain language ettiait'

encourages the coordination of Title V Older Americans Act

programs with the JTPA, it is my view that this coordinatien Will

be virtually impossible with the current performance standards

applicable overall to articipants under Title Title

And, even though both bills encourage local JTPA Servi0411

Delivery Areas to continue to provide training services to older

workers, the Title II-A performance standards requiring full-time

employment after job training at wages which definitely exceed

those authorized under SCSEP have already demonstrated their

effectiveness as a deterrent to ITPA participation by older

individuals. In point of fact, these inappropriate Title II-A

performance standards constitute a disincentive to able-bodied

low-income older Americans who might otherwise be interested in

JTPA training for meaningful part-time employrent in jobs,

including those in the child day care field.

Mr. Chairman, it is my understanding that Congressman Matthew

Martinez, Chairman of the House Lab Subcommittee on Employment

Opportunities, will be introducing a set of JTPA amendments this

week that are specifically tocubed on older workers. It is

my further understanding that Chairman Martinez' bill contains

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

workers, including those participating in coordinated Title V

OAA/JTPA training activities. I also understand that the

amendments to be offered by Mr. Martinez are designed to

significantly enhance the effective coordination of Title V Older

Americans Act programs with the JTPA.

Mx. Chairman, I sincerely hope that you and the other Members

of this Subcommittee will be able to lend your enthusiastic

support and assistance to ensure adoption of Chairman Wartime'

older worker amendments by the House Committee on Education and

Labor.

This concludes my testimony, Mr. Chairman. I ,ould be

delighted to respond to any questions that you or the other

members of the Subcommittee may have about the role that older

workers are so effectively performing in the Union City Day Care

Program.
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Intergenerationel program xperience in New Jersey currently is
in the child day care field with representation in two urbalt/suburban
counties out of a total of twenty-oae. In each of these experiences
a partnership between the JTPA ageacy, the SCSI? Title V Progress sad
the training provider contributed to its success in terms of
unsubsidised placenents and traimee development.

Establirhing an ongoisg equal partnership between tbe Jcb
Training Partnership Act and the Older Americans Act Title V Senior
Community Service Employm*nt Progras hes produced positive results is
New Jersey. These results were achieved when consider :ion was given
to the target population. The needs of the senior pepuintion are
just as diverse as any other age group. However, tberw are certain
characteristics that are valid when handliag any group of seniors:

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

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

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

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

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

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

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

Ms. Obelleiro, welcome.

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

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

Mr. HUGHES. We are just delighted to have you with us today.
Ms. Osxusixo. Thank you. The testimony that I submitted I

would like to have included.
Mr. Hvoses. No objection.
Ms. Ossusmo. And I will try to summarize, go over the points,

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

Mr. HUGHES. Wonderful.
Ms. OSELLEIRO. In Mercer, and in Union City, and a few other

counties are now going to be training people through JTPA.
Mr. HUGHES. So they were pioneers?
Ms. Ossuatmo. Yes. Well, I would like to think that New Jersey

is a pioneer in that sense, and I would say thanks to these people
here, and Saundra Krivit. That is the reason, and it has helped
many of our older people gain the self-confidence that they need.

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

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

In each of these experiences a partnership between the JTPA
agency and the Senior Community Service Emphyment Programs,
and the training provider, contnbuted to its success in terms of
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finding employment for the participants in training development,
and that is very important, that training development pert of +he
partnership enables coordination to happen, which kr important in

Chi; people back to work. The traimng is important, and alio
supeort service section of it.

an ongoing equal partnership between the Job
Training Paship Act and the Older Americans Act Title 5
senior ommunity fiervim Employment Program, berini==
positive results. These results were achieved when
was given to the target population. Now, the target population that
we are looking at, of course, are the 55 and over, and the economi-
cally disadvantaged, and Lowy of the issues surrounding them in-
volve the fear of going back into training because of the time that
many of them have been away, and some of them have very little
training in the past. So we have to by to work to market the pro.
grams to them so that they will not have the fear of that, and it is
very important that we have the JTPA program because the Mtle
5 STenior Employment Program has of limited &Ming for what I
call formal training. So we would like to marry the two programs
together became if New Jersey's workers want to keep competitive
in the work force, if we want employers to day in New Jersey, we
need the work force to accept the concept of lifdong learning, and
of course, what better exam* is the older worker. Now, we can
show that to the other citizens of New Jersey, especially the young-
er groups.

One of the elements that can help overcome some of these prob-
leme is in the initial design and marketing of the programs. In
New Jenny we have been succeseful in several instances wheri the
private industries councils, the JTPA adminiatrative agencies, and
the Older Americans Act Title 5 Senior Community Service Em-
ployment Programs, established open communication and consulta-
tion to meet the precise needs of this particular group.

The Division on Aging is very concerned at the poesible demise of
the 8 percent older worker JTPA program, and they want to
submit the followinir policies as ioasthilitiep for this program. One
would be the retention of a set aside policy and program.

Two, specific language to insure service to older workers should
that program be lost.

Three, retention of the 55 plus eligibility guidelines to insure the
strongest possille coordination with Title 5 of the Older Americans
Act.

Four, mandated representation of older worker advocates on the
state's JTPA board. We feel that in New Jersey that has not been
the case in many instances or else we might have many more day
care training programs throughout the other SDAs. Not all of New
Jersey's SDAs choose to run an older worker 8 percent set aside
pnitcm in any fkld of training.

connection to the older worker network at both
state anital rorccalalEA levels.

Six, the continued urging of a strong JTPA Title 5 Older Ameri-
can Act coordination at a planning and impmtation level, and
to better meet the special needs of the older worker we also pro-
pose that the JTPA 3 percent set aside program provide for an op-
portuni, ; for those individuals who have not been successful in 10-

1.5
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cating what we call unsubsidised deployment, to be linked to the
Title 5 Older Americans Act program. What we are saying there is
that there aro times that we cannot get 100 percent placement of
the older worker, and instead of just leaving them on a lurch, we,
the senior employment program providers, would like to accept
them as trainees and not to retain them forever on a permanent
basis, but to pcssibly givc them some more support services, and
some work experience training, so that they could ultimately be
part of that work force that is not subsidised by government inn&

We also w9uld like consideration to be given to the abolition of
the JTPA unsubsidized placement stardard to a more meiotic 60
percent. We are not saying that because we want to do less. We
just know that there are son disincentives and barriers for the
mature worker that at times t4. :e a little longer to overcome.

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

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

In the past I referred to the disincentive as barriers but they are
really not a barriers. It is more of a disincentive to the person, and
maybe that is something the government can remove as opposed to
barriers.

Employment of an older worker is one of the best vehicles for
achieving a positive self image. In the State of New Jersey during
1988 3 percent of the state's approximate 4 million work force, or
117,000 re3idents aged 65 and older, held full or part-time jobs.
H.R. 3079 could be utilized as a pilot program for child day care
workers, and then after an evaluation of the results, maybe we
could look at some of the other fields that are needing of work
force, and some cf them could be the gerontological type of day
care, the health industry, some of the data industries that are
along the Route 1 corridor that we have in New Jersey, and in
some of the other areas. Maybe we could look at some of those be-
cause we could l.ing the older work force into those fields also.
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But we do find that with the child day care we do address the
two needs, and ea I said, we are able to do it because we have been
doing it now for a couple of years with Dana's group, and with
some other groups in New Jersey with the child day care.

Thank you very much for the opportunity to speak.
[The prepared statement of Ms. Obelleiro followsl
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PREPARED STATEMENT OF ALICE M. OBELLEIRO

To better utilize an olaer work force, employment and training
programs ust be based on a sound understandieg of the changes
occurring in our economy. Work force policies traditionally in the
United States had been widely influenced by che pressure for what
appeared to be an endless supply of youmg workers. Two factors hove
ore recently become apparent that the work force policies for the
latter half of the twentieth century and the twenty-first century
ust reflect:

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

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

The current emphasis on employing the ature worker has brought
about philosophical and procedural changes in government funded
income aintenance programs for the ature economically disadvantaged
worker. The Older Americans Act Title V Senior Community Service
Esploynent Program since 1980 has emphasized the employability of the
older worker in all public, private, business, industrial, and
governmental endeavors.

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

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

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

1) PROJECT RESOURCES in two of New Jersey's communi#v
colleges. The thrust of this program is to pr de
employeent placement to people age 55 and ovel. The
distinguishing feature of this program is its
emphasis on the older worker without regard to
financial need.

(I)
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Intergenerational program experience in New Jersey currently is
in the child day care field with representation in two urban/suburban
counties out of a total of twenty-oae. In each of these experiences
a partnership between the JTPA agency, the SCSEP Title V Programs sod
the training provider contributed to its success in terms of
unsubsidised placements and traimse development.

Establirhing an omgoimg equal partnership between the Job
Training Partnership Act asd the Older Americans Act Title V Senior
Community Service Employment Program has produced positive results in
New Jersey. These results were achieved when consider Umm was given
to the target population. The needs of the senior population are
just as diverse as any other age group. However, there are certain
characteristics that are valid when handling any group of seniors:

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

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

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

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

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

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

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

1. Retention of a setaside policy and program.

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

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

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

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

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

7 To better eet the special needs of the older worker
we also propose that the JTPA 31 Setaside Program
provide for an opportunity for those individuals who
have not been successful in locating unsubsidised
employment to be linked to the Title V OAA Frogram.
Consideration also needs to be given to the alteration
of the JTPA unsubsidised placement standard to a ore
realistic 60%.

The concept of exemption for the earnings of any of the Social
Security recipients is a step forward in encouraging the mature
worker to be a fully participating member of the work force. The
need of the United States to increase its pool of minable workerS
would be enhanced if this exemption were extended across the board.
There are any skilled areas which within the next five years will be
lacking skilled workers. Many older workers are discouraged from
aking a contribution to the work force because the Social Security
"pay baLk" has become a disincentive.

(3)
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Esployment for an older worker is one of the best vehicles for
achieving a positive self-image. In the State of New Jersey during
1984 three percent (3%) of the State's approximately 4 million work
force or 117,000 residents age 6S yeer5 amd older held jobs.

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

1) The dramatic increase in the early years of the
twenty-first century of the number of older workers;
and

2) the cheeses in the historical family concept has
produced a pronounced seed for child care services.

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

9110A
(4)
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Mr. Huomt. Mank you very much. Ms. Willer?

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

Ms. WILLER. Thank you for inviting me to present in the perspec-
tive of the National Association for the Education of Young Chil-
dren.

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

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

I just wanted to highlight why that is such a critical issue for
young children. There is no more important ingredient in provid-
ing a quality program than the quality of the staff, and it is abso-
lutely critical that w e maintain continuity ammw the workers who
deal with young children on a daily basis, so that close relation-
ships can be established between children and adults. These are
the relationships that really provide the basis for children's learn-
ing in the early years.

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

Some of the "challenges" that face a typical care giver, getting
down on the floor with a group of children, picking up a 25 pound
crying toddler, dealing with the noise level. Dana mentioned that
the Mayor's son came home from his first day at the program and
said, "that is a noisy place." Noise is often a sign of the learning
that is going on, because clilidren learn best by doing. With active
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handwon learning, and children's high voices, it can be noisy, but
that is learning at work.

We really need to emphasise that not all older workers, not all
individuals, will enjoy and will benefit from being a child care
giver. Often I think we assume that simply a penen's ap, or by
thy fact that they have had children of their own, provide natural
qualifications to prepare someone to be a care giver. It is very im-
ponant to stray that this I. not the case. At the same time we cer-
tainly want to encourage tholes warm grandmotherly type of behav-
iors *at we all think about. Those are the types of things ''.eat we
want to encourage in a program. Just because of a person's age
does not mein they will bring behaviors.

So I think that as we look at this, again we want to encourage
the incorporation of older workers into child care programs. They
offer a wide range of benefits, not only to the children, to the other
staff, but W the older workers themselves, but I think we have to
recognise the need for training, the need for additionsl support,
that has to accompany that in order to make it successftd.

If we fail to add those additional miources and services what we
run the risk of doing is placing additizmal demands on already
stremed staff, and running the risk of exa.--rbating the child care
crisis and staffing problems that we face, so the two really need to
go hand in hand. Thank you.

[The prepared statement of Ms. Willer followel
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PREPARED STATEMENT OF BARBARA A. MILLER

My name is Battera Willer, and I am the !labile man Director of the

National Association for the Education of Young Children, better known as NAEYC

NAEYC is the country's largest assodation of early childhood dumb's& with

membership of more than 70,000. Founded in 192u, our mission rentable =schema

to assure thst high quality early childhood programs are available to all young

children and their famines. We work to fulfill our minion in two major IVIVIg (I)

providing tools and resources to improve professional practice in early childhood

education and (2) striving to build public understanding and support for high quality

early childhood programs.

Given this focus, it is a pleasure to be here today to discuss early childhood

programs that involve an intergenerational component and to discuss the ways that

such programs can enhance our nation's overall provision of *polity services to

children and their fAmilitz. As you are well aware, the early childhood profession

m the midst of 3.-..Kirg crisis, so that any attention to expanding the supply of

potential workers is indeed welcomed. In fact we invite Congressional attention to

strategies to recruit all qualified workers, not just older ones, to provide the critically

important services of ',he care and education of young children

Let me say at the outset that our Governing Board has hiker no position on

H R 3079 My remarks today will reflect positions that the Association has adopted

regarding the provision of high quality services and their implications for this

particular bill. Our experiences with quality in carly childhood services have been

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

124,,
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NAEYC
Barbara Willer

accreditstior for early childhood programa The acaeditation system is designed for

any full-cr. or part-day group programs serving children from birth through age 3

and/or school-age dtildren in before and after school programs. The spleen is based

on NARYCs Criteria for High Quality Early Childhood Programs (MOO. which were

developed over a 3-year period from a review of eng 'tinder** a review of tlw

reseed+ lfterature on the effects on children of various aquas of a poup program,

and from the expertise of thousands of early childhood profeselonds who reviewed

the proposed standards. NAEYCs Criteria address ten components of an early

childhood program interactions among staff and ddldren, curriculum staff

qualifications and development, adminetration, stiffing, physical environment, health

and safety, nutrition and food service, and evaluatbm Tlw process involves three

steps: a self-gaudy by the directors, teachers, and panne; an on-site validation visit

by spedally trained early childhood professionals; sad the accreditation decision by

a commission of nationally recognized early childhood experts. The systen began

operation tn Spring 1964. Since that time, approximately 1C00 programs hove

achieved acaeditation, including Union City Day Care repreeented here todsy. An

additional 270D programs are involved in self-study.

The Eady Orildhoed Stiffing Crisis

This country is experierdng an unprecedented demand for early childhood

programs serving infants, toddlers, preschool children, and school-age cldidren before

and after school. Corning at s rw when many programs are unable to attract and

;25
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retaLs qualified staff because of inadequate Wades, difficult working conditions, and

low unemployment this demand has mated a ebb situation that places the quality

of sevices provided to young children in jeopardy.

Years of reeearch and ammo, hes domonetreted that the most important

factor in detemining the quality of an early childhood progrem is the quality of its

staff. Regardless of setting (family day care, center, or sisoo) and reprdless of the

age of the child (infant through school-age), childiet do best when thee are sufficient

numbers of trained adulb who are available on a regular, consistent basis.

Specialized staff training is criticaL Teaches/caregivers must understand how young

children grow and leant, and how to teach Men accordingly. And, because young

children need doer adult attention and supervia.4in to assure their to fety and to ler:p

them to thrive, the total group size and the number of children per adult must be

limited, increasing personnel demands.

Child care workers have one of tM highest separation rates (percentage of

workers leaving the field each yen) of any occupationnearly 40% in center program

according to Department of Labor statistics. This rate is more than double the

national average. The chief reason for the high rate of separation is the inadequacy

of the salaries provided to child care workers. Nationally, child care workers

revived an average weekly wage of $187 in 15118, compared to the average worker's

weekly wage of $385. The picture is also quite dismal whet., benefits are considered.

Although over two-thirds of full-time workers in thrlirivate sector receive health
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benefits, with the msjority of premiums paid by the employer, local surveys of early

childhood personnel coneistently most thst onIT between one-third to half of these

workers receive health benefits. The lack of beak health benefib for those worldly;

with young children is perticularly Fobisinabc given the growing axioms by

physician.), parents, policymskers, and early childhood educators alike about the risks

of disease transmission in child care. Yet, an effective means of risk reduction is

ignored when bregivers have no health benefits.

Older Workers in the Bady Childhood Workforce

Given the gloomy p.,:ture I hive just painted, you may well be thinking thin

older workers reptent an easy solution es an untapped labor pooL I strongly

caution you not to view the use of older workers as a panscea for the staffing crisis.

Progrsms utilizing older workers or offering other means of intergenerational contact

can and do provide important services to chik ren and their families. But providing

sutla services takes careful planning and implementation to assure that their benefits

are provided to both children and staff. Most effective intergenerational programs

view this component as an enriching factor and are willing to invest the extra time

and effort it takes to make it work.

In addition to training, older workers, like all workers, need adequate

orientation about the goals and philosophy ot the program, emergency and safety

procedures, the needs and interests of the children assigned to the worker's atre,

guidance and classroom management techniques, and the planned daily activities of

2'7
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the program. NAEYC Guidelines recommend such orientation for all staff and

volunteers prior to their entry into the classroom.

Effective propams devote careful planning with workers and other staff to

establish a clear understanding of the roles and reermsibilities of each adult in the

program. It is especially important for programs with intergennational components.

Often it is important to recognize and discuss personal feelings and perspectives on

aging and toward older persons. Likewise, discussion of expectations of adult

responsibilities within the program is needed. As a very concrete avample, many of

the "challenger that typically face caregivers: from sitting on the floor with a group

of children, to picking up a aying 25-pound toddler may be physiadly taxing or

impossible for older workers. In addition, most early childhood classroomo are fairly

noisy places. More often than not, that noise is the sound of healthy, active children

learning through bind i-on experience the best way to Want The bottom line I.

that working with chilcusz is a very demanding job. It cannot be emphasized

enough that not everyone sod not all older workers will be successful child

caregivers. Often popular opinion assumes that older workers, and especially older

women, are naturally qualified as caregivers. It is important to Wen that neither

one's age or the fact that one has children or grandchildren is sufficient qualiffaition

for working in a chiid care center. Caring for other parents' children in a group

setting is a very different situation than caring for one's own children. Certainly we

want to foster the types of behaviors that we would all associate with a mrturing
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grandmotherly figure. Careful scrmening and mutual understanding about the role can

maximize the likelihood thst workers with such characteriolka are selected.

The rewards of intergenerational child care experience ere many. In today's

mobile society where many extended families are separated by distance, young

children can benefit from the grandparent-like relationships that are established with

older caregivers. Children's learning about the life cycle and respect for elders will

grow out of the warm interpersonal relationships that are established. Older workers

gain the enrichment of exposure to young friends and their families and can take

pride in the important service they provide. For all of these reasons, efforts to

increase the number of intergenerational programs and to increase the

hrtergenerational components of existing programs should be supported. But, such

efforts must include attention to the need for training and supportive services to

assure successful integration into programs. We cannot expect the ranks of older

workers to solve the serious child care staffing crisis that we face in this country.

In fact, without considering the need for supportive services for programs when older

workers are introduced, we run the danger of increasing the job stress of directors

and teachers now on the job and cresting further sources .of tension and

dissatisfaction, exacerbating the staffing shortage that is already a crisis. We

appreciate this committee's concern with early childhood staffing issues, and look

forward to working with you and other members of Congress to forge real and

lasting soktions to address this serious problem.

; 29
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Testimony to the Committee on Labor and Human Raeourcem
A Summary

Barbera k Willer, Ph.D.

Our Country is Pacing a Care Crisis
This country is experiencing an unprecedented demand for early childhood

programs serving infants, toddler% preschool children, and school-age children before
and after rchool. Coming at a tithe when many programs are unable to attract and
retain qualified staff because of inadequate salaries, difficult woridng condition% and
low unemployment, this demand has created a crisis situation that places the quality
of services provided to young children in jeopardy.

Child care workers have one of the highest separation rates (percentage of
workers leaving the field each year) of any occupationnearly 40% in center
according to Department of Labor statistic% This rate is more than double the
national average The chief reason for the high rates of separation is the inadequacy
of the &dories provided to child care workers. Nationally, child care workers
recetved an average weekly wage of $187 in 1988, compared to the average worker's
weekly wage of 8385.

Older Workers Will Not Solve tbe Staffing Crisis
Attracting older workers should not be viewed as a panacea for the staffing

crisis. Programs utilizing older workers or offering other means of intergenerational
contact can and do provide important services to children and their families. But
providing such services hkes careful planning and implementation to assure that their
benefits are provided co both children arW- staff. Most effective intergenerational
programs view this component as an enriching factor and are willing to invest the
extra time and effort it takes to make it work. Without considering the need for
supportive services for programs when older workers are introduced, we run the
danger of incressing the job stress of directors and teachers now on the job and
creating further sources of tension and dissatisfaction, exacerbating the staffing
shortage that UP already a crisis.

Intergenerational Programs Provide Important Benefits to Children and Adults
ln todays mobile society where many extended families are separated by

distance, young children can benefit from the grandperent-like relationships that are
establ'ohed with older caregivers. Children's learning about the life cycle and=
for dders will grow out of the warm interpersonal relationships the are esta
Oluer workers gain the enrichment of exposure to young friends and their families
sad can take pride in the important service they provide
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Mr. litmus. Thank you very much, Ms. Willer.
First, I am fascinated, Mayor, with your National Service Corps

for Senior Americans, and I look forward to receiving more infor-
mation from you on that.

Are you thinking in terms of something very much akin to wInt
we have on a rather limited scale, such as with RSVP, and Foster
Grandparent, and Green Thumb, where we attempt to get older
Americans deeply involved in a whole host of activities in the cam-
munity in a broader scale? Is that what you envision?

Mr Mintertm. First of all, what I do not envision is a bureauc-
rac_t, so that is not what I have in mind.

Mr. HIMMEL That is ream
Mr. Mersuart. And so what I do envision is a process of certifi-

cation in which criteria such as age, and the profession, or the
training that that individual has, and where they would serve, par-
ticularly my focus, I believe, would 11:2 in public service not private
sector service, for those iteirs that we are talking about, day care,
elder care, latchkey, nursing-related services.

We have teachers who are constantly retiring at a relatively
early age, and comparatively in today's life span. We have a whole
need in terms of tutoring and motoring, and I think that we can
do such a certification process to answer the questions about with
the Social Security Administration. How do we go about going
ahead and identifying it, and do it in such a way within various
different existing departments of government, that by doing that
we could solve a whole host of needs that wc have out there to be
addreeeed by people who have a lifetime of experience, and I agree
that training lb important for those that may not have had it, or in
the particular area, that have a lifetime of experience and knowl-
edge in many different areas that we just put out to pasture, just
does not make sense.

Mr. Humus. Well, I want to congratulate you, and Ms. Berry,
and those that have made your program such a success in Union
City. It has indeed become a model for the country, and we appreci-
ate your willingness to come in and talk to us about it today.

Ms. Obelleiro, you mentioned in your testimony that you have
concerns about the rropoeed elimination of the 3 percent set aside
in the Job Training Partnership Act. Can you tell us what would
happen in states like New Jersey, in your judgment, or around the
country, if we eliminated that set &aide?

Ms. Ossusnio. What would hapr n in relation to the economi-
cally disadvantaged older person tLat is looking for a job is that
the concept of the formal training that would prepare them for the
current turn of the century, late 20th Century jobs which will
differ to the ones that they held before, training would be lost, and
they would basically go into the field without that training. Their
self-esteem would dirninffih as were successful in finding employ-
ment, and they would probably drop out the work force. They
would just go back into the retirement evet though they might
need the money, and work, or they might war t to do it for their
own self-worth and self-happiness. And we feel that that absence of
the formal training, the training that is needed to make the work-
ers be part of y's work force, the absence of that would be
really a loss to the older worker.



We also feel that there should be emt on the mature
worker because there are barriers, and disincentives, and special
concerns, that we have to work with them, and that if we design
programs that look at that, and try to market it to them, we
cannot market training them in the same way as we would to a 20-
year old, what would be some of the joy* and benefits of
We would have to look at it differently, and we do not feeVat inf
would really conflict with the JTPA program for the younger
people.

Mr. HUMUS& One of the things that I am interested in is how the
people in the industry perceive the program. Have they been 114-
ful to you throughout the state in identifying programs for adulto,
or have they been reluctant, because there is somewhat of a par-
ception that older Americans might require more training, and
maybe be a little more of a hassle? And, of course, how prevalent is
the stereotype that only the younger adult who is out of work
needs training? I often wonder whether emplo3rers think in terms
of the older American who also requires training and retraining.

MB. OBILIZIRO. On the local level I do not feel the local provickis
of the service really look at the older worker as a negative group to
serve. It is just that the performance pressures, are so great on
them, for the other age groups, that I think sometimes the older
worker issues do not become paramount to them, so they get put
on the back burner, and then what we try to do, of course, we irry
to bring that to their attention.

Mr. Humus. Well, the 3 percent set aside focuses attention upon
that category. Will we lose that if we eliminate the 8 percent set
aside?

Ma. OBELIAIRO. Yes, I think we would lose that focus because un-
fortunately the way that humans nature is if you have the focus in
writing it will become reality, and I think that as with our ro-
gram with the Older Americans Act program, there are certain pri-
orities and emphasis that we have to look at and follow and try to
meet those neede. I think with the 3 percent set aside older worker
program, it is the same case that we have to focus on the mature
worker, and we have to look at them maybe a little differently, and
while we do want to mainstream them into the work force, before
they go into the work force they have to be prepared, and they
have to accept the concept of lifelong learning, or else they are not
going to want to do it, so we have to market it to them a certain
way, develop the programs a certain way, and by having that part
of the system, and having on a state and local level having repre-
sentatives from what we call the mature worker network, spncies
that work with the mature worker, that would enable that to
happen, but, of course, nationally that has to be put into the legis-
lation, I feel, so that it can become part of the system in our state.

Mr. HUGH112. Finally, Ms. Willer, I appreciate your insight into
how not everybody is cut out to work in day care facilities, that it
is no*, and kids are active. I can relate to that. We have twee
granWtildren.

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

Mr. HUG11213. That is the point I was going to make. It is nice. it
is exhilarating, it is wonderful. I mean, they help keep you young,
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but also it is wonderful when you go home, the peace ai.d quiet of
your own home, but that is all pert,isitn*oftryingtogetolder
Americans back into the mainstream of life. Not everybody is cut
out to work in day care facilities, but a lot of them are, and a lot of
them probably would be irreplaceable because they have suchI
think it was the Mayor that said they have such a special way of
communicating to youngsterr. 'IUy have so much to offer, particu-
larly to those youngsters who perMps do not have two parents in
the household, which is umfortunately increasing in numbers
throughout the country. They can help provide that love, 00alpall-
ionship, and comradery that is very important to youngsters today.

Ms. 'Mum I could not agree with you more. I think that is cer-
tainly something that we need to encourage as much es poesible.
Again, to point out what it takes to do that, and the type ci extra
effort that really does need to go into planning an effective pro-
gram.

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

Mr. Rms. I thank the gentleman for yielding. I apologize to the
panel for coining in late. Tbis is a matter of personal interest to me
for a variety of reasons. I have spent a lot of time looking at the
work force of the future, reading the study called Work Force 2000,
and the future pressures on a growing economy to attend to the
needs of more women in the work force, which means we will need
more child care facilities, and so the two come comfortably
er with your proposal, and certainly with a 2 year old son alestat
year old daughter, I have a particular interest in day care myself.
So I do have some questions, and permit me to ask them, and they
may have been answered in your testimony, but forgive me.

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

Ms. BZRRY. Yes. To answer your question, what I did not share in
mythe written testimony, is that there is an 8 week training
course that is paid through JTPA funding, and during that 8 week
training course, 5 days a week, 4 hours a day, the older workers
are receiving the Title 5 stipend. Thi..s they are receiving $3.35 an
hour during that training course.

Mr. RIDGE. Some of us want to raise that incidentally.
Ms. BERRY. I am glad to hear that. However, after they are

through with that training course with us, we then place them in
our center, or in other centers, for a 6 month continued Title 5 sti-
pend. At the end of that time it iB OUr commitment to them to
place them into unsubsidised slots. This way we are able to bring
m new people to begin training so that we are not keeping people
on a subsidized Title 5 entitlement.

The older workers begin as teacher aidea. Some of them chooee
to work an 8-hour day, and some of them choose to stay on a 4- or a
5-hour day. Two of our older workers, have just completed receiv-
ing from NAEYC, the CDA, which is another credentialing stand-
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ard to become group teachers. They head up infant-toddler class-
rooms. Our older workers allow us to have a ratio of 1 staff to 8
infant-toddlers, and a 1 to 8 continued staff chief ratio until the
children become 4 years old. When children come W us at 6
months, they remain with their same teachers until the childrei.
become 2 years and 9 months and more into the 8 year old oboe-
rooms.

We have consistent teaching staff with our youngest children.
We have been very concerned presenting quality early childhood
education based upon developmental theory
level our staff is trained to work with

On a cmeparsctical

The magic c: the older worker program is that we . to cnnt
up all kinds of potential programs that can serve
were not being served previously. This provides aide to our fami-
lies, so many of whom are dysfunctional, who are involved in
crises, _particularly in our larger urban areas.

Mr. Rmaa That was wonderffilly responsive, and we certainly do
not worry about you being long-winded. That is why you are here.
We worry about our colleagues being long-winded bemuse we can
hear them every day, so I appreciate response. It is a very fascinat-
ing subject, very innovative approach that you have addressed. I
look forward to, and will rftd. Just as a final personal anecdote,
the care givers to my children would fall into that age category.

Ms. Billty. Would you rather have a 20 year old Wring care of
your infant, or a 62-year old?

Mr. Brim. Well, you have answeredit is a wonderfid question,
and particularly those who have obviouslythe beauty is that the.y
have mitred their family themselves, and it is a se family. It er
a real special relationship that I have seen develop between my
children andwell, they are more than care givers right now. I
mean, it is a little bit different situation, but there is something
really (ramie', so I appreciate your innovation, and look forward to
learning more about it. Thank you for your testimony.

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

Mr. PALLONZ. Thank you, Mr. Chairman. That is the first time I
am addressing you as Mr. Chairman. Congratulations.

Mr. HUGHNB. I should have said the distinguished gentleman
from New Jersey.

Mr. Paum.rs. I just wanted to, first of all, welcome Bob down
here. Assemblyman Menendez was somebt.-'v that I worked with in
the state legislature, and I know him both ).1 a Mayor and as an
Assemblyman. I know he has been doing an excellent job, and we
missed you at the Spanish Fiesta this summer in Long Branch. Do
you remember coming the previous year?

Mr. Mirrsrmsz. Yes.
Mr. PALLONZ. It was a nice fiesta, I have to tell you.
I have to apologise again because I did not hear most of your tes-

timony, but I just wanted to ask a question, and again, as was said
I may be asking something that has already been answered, but if I

I am a co-sponsor of Mr. Hughes' bill, and I have to say, Mr.
Chairman, that when I go to town meetings, which I had quite a
few of in August, a lot of seniors show up, and they are conotantly
addressing the issue about the fact that there is a shortage of

i
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labor, if you will, in New Jersey, and a lot of them either feel the
necessity to, or want to go back to work, and they are always talk-
ing about the fact that the Social Security earnings test is an inhib-
iting factor, and certainly in this area with regard to day care, but
even perhaps in other areas as well, it seems to me that this type
of legislation that would encourage people, older seniors, to go beck
to work really does make sense. It is something that they really
want.

And I just was going to ask you whether there were any other
types of mcentives like that? And, for example, this kind of goes
against the earnings test almost, but one of the thinp that con-
stantly comes up among seniors who are working is that they
should not have to pay, for example, the payroll tax, or Social Se-
curity. In other words, ifeither the earnings test is eliminated, or
they should not have to pay certain things. I am just wondering if
you had any ideas in terms of other incentives that we might put
into place on a federal level. A broad question, but kind of lends
itself to this.

Ms. BERRY. Amazingly enough for our group of people, $3.35 per
hour in earnings is to some of them the difference that makes life
bearable. To others it is the money that they take down to Atlantic
City in order to have a hoopla. I have not heard complaints about
paying federal taxes. They do not want to be penaliwd for earning
more that the $8,800 cut-off. The hardest point that we have is that
they want to make sure that they can earn it for only working 4
hours a day instead of having to work 8 hours a day. It is those
kinds of inconsistent patterns we have to contend with as we try
and mend JTPA and Title 5 regulations together.

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

Mr. PALLONE. Great. Now, is ityou may have already answered
this, but in other words, from what you are saying, the mcentive is
not so much that we would get a lot more people in the work force,
but rather that they would be working longer hours. They only
worked, for example, 4 hours a 6..7, and they would work longer?

Ms. BERRY. No, I do not want to be misunderstood because this is
one of the critical points for us. They do not want their Social Se-
curity incime jeopardized by going out and earning slightly more.
Now, slightly more to them is a choice of working 20 hours a week.
Most of them would_prefer to work only 20 hours a week instead of
40 hours. Present JWA standards say that you have to work 40
hours in order to meet their performance criteria, so for us to go
out and get the training money that we need to make our older
workers eligible to be trained a quality people who work with our
children, we have got the two different systems in juxtaposition,
hopefully a bit what Congressman Martines's bill addreeees this
issue.

Your 8079 is going to make it just much more attractive for
people to come out and work because they are not going to pe-
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'lathed an what they are already earning by adding a bit more
money.

Mr. MENENDEZ. If I could lust add to that, and I em sorry I
missed you at the fiesta, but if I did not go on vacation with my
wife she would say that is it

iBut thethere s two major things, and I think that Chairman
Hughes' bill isthat you said you have co-sponsored, is right on
target When I speak to senior citizens who come in and they need
the difference to survive. They talkwe talk about what can I do
for them, and one of the things I have often.suggested, depending
upon the nature of the individual, ie the patahlhtY of the trahlia
And then when we talk about they need assistance, and we
about you will be paid and what not, they worry right away. The
first thing they say is, "well, you know, if I am going to go over my
amount of what I can make then I am going to have a proylem,
and that is not going to help me in the long run. I am still ping to
be in a negative position as a result of even your efforts." And I
hear that all the tame.

So clearly the bill that has been introduced is right on
And the other problem is that the performance standardstan
have been set in the JTPA as it relates to oenior citizens are prob-
lems because one part-time does not qualify, and then the income
levels that we would derive for these individuals does not rise to
the level in terms of the performance standards. So if we lose the
protection, the chairman was asking questions about, by reference
of the percentage set aside, and if we do not change thein terms
of enlarging protection by virtue of the performance standards,
then clearly our ability to germinate this type of program is very,
very difficult.

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

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

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

Me. BERRY. No, we do not Union City Day Care Program daes
not have a high attrition rate, and we do not pay high salaries.
Frankly, I do not know why thus is true. We hope that it is because

ople are having a good time. Our motto is if the children are
having fun, you are having fun.

I think when the older worker comes to us and they find a
family. They find a place where they are needed, they find a place
where they learn new things and new skills about children that
they did not know before, and they feel as if this is a very worth-
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while way to spend their time. And as noisy and as disruptive as
cy very busy eassrooms can become, there io a great deal of *item-
tion, and love, and affection, that goes on between children and
staff that is very healing, particularly for an older worker who
might go home to an empv studio apartment.

Mr. Moms. Well, it is the same reason that they work in hospi-
tals, the same reason they work in Mr. Pallone's campaigns, and
my campaigno. The older Americans who work in my campaigns
are just fabulr us. They enjoy it It is interesting. They meet new
people. It gets them involved in something a little different. It
keeps them young and alert. And so I think you are right un target
with your program.

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

That concludes our hearing ,....16115 the gentleman from New
Jersey has any other questions? Thak you. That concludes our
hearing.

[Whereupon, at 4:48 p.m., the hearing was adjourned.]
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WHOM LOATNIAN
Ow/ hesime

September 71 1149

Brian T. Lutz, Staff Director
Select Committee on Aging
U.S. Nouse of Representatives
714 Rouse Office Building Annex 1
Washington, DC 20515

Dear Kr. Lutz:

As the Chief Executive Officer of a child care
&genes thet covers three New Jersey counties,
serves the daily child care needs of over 1,000
children from low income families and employs
over ISO child care taff people. I am very
enthusiastic about a bill that would exempt older
Americans from the 41,110 earnings limitation

This legislation would afford great incentive
for the xperienced seniors in our community to
join us in our efforts to provide child care for
those low-income individuals who are trying to
replise self-sufficiency.

It is no secret that salaries, particularly in
child care targeted to our low-income populations,
discourage the recruitment of quality child care
providers. Although our providers are
traditionally a dedicated group, moms are forced
to leave us for jobs that are lees rewarding
emotionally, but help to pay the bills. Our oldst
employees, who have raised their families and
still have a great deal of experience to efer to
someone else's child, are our most valuable asset.
"nfortunattly, most of them can only offer part
kits. work because they are concerned about their
loss of benefits wider the current law.

1%.*Pa kW.* I'MA.
CIJIMEMLATID Wall =mina
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Again, our agency heartily.supporte Osegreeswerk
Hughes' bIll. I would be pleased to testify on
behalf of this legislation.

Sinoeraly.

Albert B. Wily,
Izecutl.c L.rector

An/an
cc: file

3 9
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FOREWORD
When I came to the Labor Department, I had two studies on my desk.
the Bureau of Labor Statistics Project 2000 and the Hudson Institute
Report done with the Department of Labor called Workforce 2000.
Clearly an aging population, a maturing work force, and fewer younger
workers by the year 2000 were the highlights of those studies. It was
within that context that I formed the Older Worker Task Force to
evaluate the workforce implications of this demographic change.

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

document will stimulate greater activity.
The policy orientation of the Task Force serves to complement the

many on-going efforts of the individual agencies within the Department
of Labor on behalf of older workers. It has initiated new and expanded
efforts and becomes a piece of a larger mosaic of already active Department
mvolvement in serving this vital segment of the American workforce.

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

Ann McLaughlin
Secretary
U.S. Department of Labor

4- 4 1
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EXECUTAT SUMMARY
In June, 1988, Secretary of Labor Ana McLaughlin established a task
force, consisting of executive staff from 11 Labor Department agencies
and representing a wide range of responsibility for and interest in pro-
gram and policies affecting older workers. The goal of the task force
was to examine issues relating to America's maturing labor force and
outline policy alternatives to address these issues.

As with similar recent efforts by the Department of Labor to explore
work force issues (e.g., child care, basic education and the ow:Sty of
our nation's labor force) the Older Worker Task Force took accomt of
projections for rapid and dramatic change anticipated for the American
work force between now and the turn of the 21st Century. It focused
on how these changes will impact upon todays mature, experienced
workers, most of whom will be making decisions about retirement in
the next two to three decades, as well as employers and public policy
makers.

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

Organization of the Summary Report

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

Section Two, "Tomorrow's Workplace," addresses issues of the private
sector about the supply of mature and experienced workers, giving ex-
amples of how emplcyers have dealt positively with these issues. Be-
sides concerns related to retirement such as pensions and benefits, this
section examines several matters affecting the entire workforce that
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have special implications for older workers: human resource policies,
organization of the work place, training and retraining, and job design.

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

Major Findings

In Tomorrow's Workforce...

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

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

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

Tomorrow's Workplace...

will want and need more older workers...

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

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

Key Public Policy Conclusions and Issues...

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

IV



140

must ensure that employes are not prevented from <kali* re-
sponding to the opportunities and chalknges for recruitment and
retention of workers in light of demographic trends..

should encourage workers and entpkyers to pursue the most effec-
tive means for enhancing and upgrading the skills and capacity qf
the wurAforce to ensure the best utilisation of our nation's human
resources

v
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Tomorrow's Workforce
Introduction

A pivotal social event is occurring in this nation: the baby boom is um-
turing. This is an event of not inconsiderable consequences. Of particu-
lar interest to the Department of Labor is the fact that the population
from which the workforce must be drawn will include fewer young

Praised°. tar the Y. MS
Individuals by Age (i millions)

Mahon%

1:= 1986 Population 34 4 43 0 33 1 22.8 22 2 29.2
11113 2000 Population 32 8 37 5 43 9 37 2 24 2 34 9

Source Loewe o f Labor Ssatuncs

Figure 1. The nuni",...r of older individuals will increase during the
next decade, while the pool of potential younger workers will actual-
ly decrease.

people and considerably more older people. The specter of labor short-
ages ansing from an anticipated drop in the number of new laborforce
entrants, combined with the impending retirement of the baby boom
generation only serves to heighten the interest. Because of its relentless
approach, thoughtful attention should be given to the future as de-

I
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scribed by the demographic projections discussed in this paper nd
their potential impact on the nature of work and retirement. Projected
changes in the workforce and the economy will impact on the needs of
society, the opportunities for employers, and the decisions of worker&
Public and private institutions must be able to respond to the challenges
offered by these projection&

Perspective

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

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

100

BO

60

40

20

0

N4.

Age 16

..N.- 1 960 71

-dr 1980 74

-or 2(0) 74

Sitet f Burro* .1 Labor Siannu

24 25-54 55-64 65 4.

7 970 B6 6 33 1

4 94 2 72 1 19 0

3 92 6 63 2 9 9

Figure 2. Part, potion rates for older males have been falling, and are
expected to co inue to fall

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

2
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maturing of the "boomers" within the workforce, aud tbetr subsequent
retirement during the first part of the 2Ist century, to which we must
now turn our attention.

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

As the Federal agency responale for many issues regarding tbe wel-
fare of the American worker, the quality of the American workforce,
and the productivity of the American worker, the Department of Labor
must ensure that public policies not oaly allow for but encourage free
and full consideration of all opportunities and alternatives by workers
and employers alike.

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

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

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

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

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

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

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

Historical Bac Irgreand

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

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

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

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

4
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those who had lower wages prior to retirement, economic necessity
may require post-retirement employment.

External forces, suck as employer decision and pablic policy, are not
the only factors that influence the workforce, however. The way work-
ers paceive the workplace also shapes their wtioms and decisions, no
sande* of specific policies or requirements. Workers who have been
employed for a significant period of time may see thwessives ded to
their jobs because they have an immune* in species Inking which
may not be transferrable to a new job. Or, they may have aocreed con-
siderable retirement benefits that would be at risk if they helve fsoine-
times referred to as "golden hendcalts"). Certainly, chewy to a mew
job carries with it a risk of failure and loss of arniep aad/oz self-
esteem. On the other hand, competitive pressures from younger wast-
ers anxious to advance or the general tedium resulting fines main a
career plateau may provide the motivation for a change. Many tee
early retirement as tbe only appropriate alternative.

Table IL Although the earnings gap may be closing, average annual
earnings tor blacks' and women continue lo leg behind while men.

Medea Annual Emil.' ter all Wotan and Mame Who Walked FM Maw
Year Mound by Sox, Moak and isladed *gm MP

Vane Mask

MEN oil Works*
la and Over $21,071 613,363

S5 to 64 25,875 17,197

65+ 7,409 5,366

WOMEN (AD Workers)
16 and Over 11,090 10,588

55 to 64 11,876 9.037

65+ 5.5i" 3,337

MEN (Fulme, Yew-round workers)
16 and Over 26,268 19,118

55 to 64 28,595 20,304
65+ 25,904 15,925

WOMEN (Fulttime, Year-round workers)
1r: and O. 17,184 15,952

SF 54 17,024 14,405

65+ 15,510 0,582

Soutar Aram of Labor Stabsbcs

6
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The workers themselves seey take a proactive sole mod take advs.-
tale of the opportunities offered by am egiag paroled= and eapandiog
technology. Worker organitatioes am ohmic metehars about the
changes lobes place in the economy, and mks* sew approarkm to
work and redo:meat. Collective blITOMI agnmosmo csa be Nam-
tined to reduce or camisole dielecontivee far work Inwood a grids
yft or an arbitrary number of years. 'ladylike* era seek out maw train.
Mg opportunities and ccatinuiag adoostiost that will miabie them to
adjust to new circumstances on the job, and mime for rod mike more
informed decision', regarding their career rad retire:nest.

Snereery

In this new environment, wbere men have a life expecancy of 72 years
and V/011101 of TS years, end where the limecial opportunity to choose
[slum over work may be within the grasp of metier sant younger
pessiosers, no single homogeseous group can be tagged "older work-
ers." It is a relative term that must rely on parameters within the dis-
cession for its meaning, so that it may variously refer to workers who
are 47 years old or 74 years old, ; 'saw

Workers seeking additiol ." :minim so that they can remairr pro-
ductive ,in a time qf change, , *ill rapdrements

Workers seeking retireme e ramify in the form q f pension bent&
as they prepare for the transitive flew work to kisure at the ersd qf
their careers

Workers sr king flexible altffliatha io the exis g job 1 ',noun so
that they r.....y continue employment beyond ncrmal retirement age.

In general, except for stereotypes regarding aging, the issues con-
fronting t.. 'sr workers are not unique to any single. group. For exam-
ple, the basic concepts of work include training, reward systems and
economic seemity, task design and job responsibility, employee benefit
structures and retirement. These descnlie the world of work in general,
without regard to the age of the worker.

7
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Continuous education and training of workers throughout their
working life to impart new knowledge, develop new skills and
create new job opportunities will have beneficial results for
both workers and employers.

In order to keep and attract older waters in the workforce,
employers may begin restructuring their pianos incentives -
well as jobs. Some employers are already beiginning to review
the relative incentives to work or to retire because clinging
these incentives will Ake time, with business and labor manage-
ment cooperation.

Employee benefit issues are major concerns that impsct older
workers. Employer policies are important, particularly in tbt
area of eldercare, defined benefit plans and long-term care.

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

Positive Personnel Policies

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

For example, the Travelers Corporation abandoned its manda-
tory retirement policy before being legally required to do so and it
amended its pension plan so that older workers who wished to "re-
treat" but not retire could continue to work a substantial part of
the year without loss of pension and health benefits. The decline in
the number of young labor market en:rants and the abundant

II
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supply of older workm may cause other empkyers. who experiene.
labor shortages. to tiler similar options.

These new personnel management policies should simuhaneously ad-
dress attracting older wockers and retaining those already in the work-
force. It can re-orient the thinking of workers and employers away
from rediement as the automatic respoese to aging, and create new
ways of taking humm resources. To be effective, these techniques
should address the barriers which tend to dicourage labor force par-
ticipation by older workers. These barriers include mindsets regarding
retirement, e.g.,"30 and out"; certain pension policies, job search dis-
cuuragement, marginal skills, and low levels of formal education.

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

Creative and targeted recruitment efforts designed specifically
for older workers.

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

Positive work environments which offer opportunities for
upward mobility. The 1986 Gallup Poll disclosed that 44 per-
cent of the workers surveyed between the ages of 50 and 62
wish to receive training to update their skills.

Supervisory training for managers to overcome negative stereo-
types about ak,ing and employment.

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

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

12
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Training and retreining opportunities that allow older workers
to compete equally with younger workers. As noted eviler, 44
percent of workers between the ages of SO and 62 desired train-
lag to update their skills.

Work Plate Omaas

Until recent years, and before the microprocessor "revolution,!'illie
design of work was governed almost exclusively by the princiiii of
"technological determinism." That is, the machines and processes Of
production were developed according to standard engineering criteria
of efficiency and deployed consistent with the tenets of Scientific Man-
agementa "one best way" orientation that compelled workers to
adapt ns best they could. This approach had, and continues to have, ad-
verse impacts on workersphysical, psycholoeical and social. Patrice-
larly beset by technology induced problems are older workers, insofar
as they are leis able to cope with the physiad and other demands of
their jobs. Mthough the aging process does not tender workers incapa-
ble of satisfactory job performance beyoind any fixed age, many do ex-
perience some decline in physical capability and tolerance for particu-
larly strenuous tasks.

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

For exampk the Volvo plan: in Uaddevalla, Sweden,. is being er-
gonomicalO designed to accommodate a workforce in which 25%
will be over 45 and 40% women. This means that tools must be
physically less demanding. The Swedes expect a labor shortage and
already have a di(ficult time attracting younger people to manafac-
turiv The Uaddenolla plant is being design& to meei this contin-
gency. These are arrangements that not only apply the talents of
workers far more than traditional production systems but also
impose far fewer demands on themless physical exertion, less
stress and less need to be controlled by machine and line speed

13



153

In short, contemporary production processes need no longer evolve
from a strict division of labor. ones that are designed by engineers, con-
trolled by supervisors and managers and operated by rank-and-file
within narrow limits and tight constraints imposed on them.

To the extent this new paradigm is adopted by American industry, it
offers considerable promise for emitting jobs and working conditions
that are get uinely suited to the particular needs of older workers and
which take a far less toll on their health and well-being.

Training/Retraining

Various studies and surveys show that both employers and older work-
ers perceive training as a tool to increase productivity and job astisfac-
non of older workers. In a study conducted for the American Aasocia-
non of Retired Persons (AARP) by Yankelovich, Skelly. and White,
Inc., it was found that employers believe that skill training for older
workers would be effective in increasing their utilization, but that only
30% of companies were now attempting such programs.

Two examples of companies that are retraining for the future are:

Control Data Corporation: In addition to other programs for older
workers, Control data offers a variety of training and retraining
programs to its employees One course is specifically designed to fa-
cilitate career changes within the company. The course it offered to
professional employees 30 to 55 years old

Grumman Corporation: The New York based company (dm en-
courages career switches nf its employees The company eels
curter development prograh.s in management and professiona! de-
velopment, a Mid-Career Training program along with three special
programs for female employees

In another study conducted for AARP by The Gallup Organization,
more than 4 out of 5 workers, 40 and over desired training. (See
Table I.)

Studies have also found that while older workers may take longer to
learn a task and may reed different training techniques, they can learn
effectively. However, in many cases traditional classroom training has
not proven effective. In most cases, training programs for older work-
ers should be specifically designed for them. Recognizing that unique
requirements demand unique services, added emphasis should be placed
on tailoring/designing training programs and services that meet the

14
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needs and interests of older workers. According to 66 percent of re-
spondents of a 1988 survey jointly conducted by the American Society
of Personnel Administration and the Commerce Clearing House cestain
types of training techniques such u self-psced learning, experiential
training, on-the-job coaching, pragmatic or application oriented trng
and training in which older workers, thennielves, participate in design-
ing are more effective in teaching new skills to older worken.

Table I. Training preferences vary by age and income.

Type of Veining Preferred

Current Job
MING (%)

To Ota A
Dotty OM

farrawnoteily
Not aolobal So

..186 PO
N. Trailing

(V

Total 39 36 10 10

40-49 . 37 43 12 4

50-82 44 33 9 10

83+ 35 19 9 21

Sox
Maio ..... .. .... ... . 43 32 10 11

Female .. .. ..... .. 35 42 10 9

Race
White 40 34 10 15

NonWhite .. . 31 45 10 18

Incoma
< 512.000 . 27 42 15 13

12-23.99g ... .. 33 38 11 13

24 .31,990 . 44 33 9 8
35.000+ . . 44 34 10 9

Source Amencen Assocsabon of trod Persons

To insure the quality of the programs and services provided to Oder
workers, adequate resources and investments, from both the public and
private sector are required. From the public aide, consideration should
be given to designir.g employment and training programs that take into
account the capabilities and special needs of this population and con-
structively invites their interests in a regular training program.

15
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Job Desip

Workers approachmg retirement have indicated that reduced hours of
work, whether part time or part year, might be an attractive alternative
to full retirement. Flexibility in scheduling, job redesign, job shiring,
and job reanignment are options that can be considered by employers
and workers to meet a variety of needs, not only of older workers but
workers in general. The proportion of part-time work increases after
age 65 and has risen considerably in recent years. (See Table II.)

Table IL Pan-time work is an option preferred by many over 65.

Persona Aga 45 and Over At Work In tionaploidloral Industries by lart and Poll or
Part-TInto Status, Soloctod Years, 1960.-1967

Wise fame be

GS+ OS+

1980
Ful time .. 94 70 78 56
Part time 6 30 22 44

1970
Full bnie . 96 62 77 50
Part time 4 38 23 50

1982
Ful time 93 52 74 40
Part tone .... 7 48 26 eo

1996
Full tame ..... . . 94 53 76 40
Part bme. .... .. .. 6 1 47 24 60

Source Bureau ol Labor Stobales

Consideration should be given to allowing older workers opportuni-
ties to scale down their level of involvement through job sharing, part-
time jobs and other kinds of reduced work schedules that allow them to
expenence a gradual rather than an abrupt transition from full-time
work to retirement by progressively substituting leisure time for work
time

Health is also a factor influencing hours and type of work. Older
people view their health positively but.disability does increase with age.
According to the National Center of Health Statistics, 69% of the el-
derly descnbe their health as excellent, 15% of people 65-69 report

16
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some diflicuhies and 49% of those ovar 85 do. However, the average
number of workdays lost due to all acute conditions (flu, injuries, colds,
etc.) for persons 18-44 was 3.3 days per year. while for persons age 45
and above, the average war% 2.6 workdays per year.

Employee Benefits

With tightening labor markets and a dwindling supply of younger
workers between now and the year 2000, employers can be expected to
restructure thetr benefit packages to address the needs and expectations
of the workforce, to reduce job turnover among workers under forty,
and to encourage workers in their fifties and early sixties to retire later.

Policies directed at retaining workers could include increased levels
of cuh wages, greater employer-sponsored training opportunities,
greater increases in wages with length of service, service-related cash
bonuses and sabbaticals for longer-service workers, and other benefits
such as leave, health care, and pension packages.

In order to address the needs of the entire workforce for flexibility
and mobility, pensions could be made more "portable" through:

dual defined benefit and defined contribution plan coverage,
and

the development of new forms of pension coverage which in-
clude some of the more destreable characteristics of both de-
fined benefit and defined contribution plans.

Employers' policies to retain workers over age 50 may Llso include
higher cash wages. However, substantial changes in retirement program
incentive; are even more likely. To retain workers who might other-
wise retire, employers with defined benefit plans could replace the
powerful early retirement incentives currently in those plans with
equally attractive pension subsicIres for workers who delay retirement
until later Lges. Employers with defined contribution plans could pro-
vide bombes to workerr who retire at later ages. All employers could
make continued employment at later ages attractive by offering work-
ers who become eligible for retirement certain other benefits fol rontin-
ued work suLn as increased annual leave, the opportunity to reduce

17
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weekly hours worx,..i or some combination of reduced weekly hours
and increaxed aanual leave.

Health benefits, long-term care and eldercare are workforce issues
that impact older workers, as well as the workforce in general. Women
are 9articularly affected by eldercare responsibilities. Nearly three-
fourths of all care given for the frail elderly are women. As the popu-
lation ages and the numbers of women in the workforce increases, em-
ployers will need to find ways to assist their employees in carrying out
eldercare responsibilitiesas they are with current child care concerns.

Since health benefit packages are a major factor affecting employee
recruitment and retention, the extent of the benefits and the rising costs
of such benefits are issues that will require both public and private at-
tention in the coming years.

Some employers have begun to change traditional employment poli-
cies to meet the needs of older workers. For example:

Varian Associates, a Silicon Valley electronics company, estab-
lishe.: a Retirement Transition Program. enabling its employees to
prepare for retirement by gradually reducing their workweks three
years in advance of their retirement date.

Polaroid based in Massachusetts, has strew! options for prospec-
tive retirees which ale explained bi pre-retirement planning and
counseling sessions. Individuals may gradually reduce work hours
by hours per day, days per week or weeks per montk Salaries and
pension credits are prorated and medical benefits are paid in fulL
Polaroid also has a trial program in which employees may take up
to six month unpaid leave of absence. Employees way pay their
own premiums and continue group insurance coverage.

Kollmorgen Corporation offers employees at the Electro-Optical
division in Massachusetts reduced hours through a rehearsal retire-
ment program. One year prior to retirement, employees may reduce
their hours to do volunteer community service. The year is divided
into thirds: 4 days at the company, 1 day volunteer in the first
period; 3 days at the company, 2 days volunteer in the second
period; 2 days at the company, 3 days volunteer in the third period
The volunteer work must be non-profit, nonpoliticaL nonreligious
and be approved by the Industrial Relations Office. Eligible em-
ployees. full-time, aged 62 with 10 years service, receive full pay
and benefits
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Tekdyne Wisconsin MOW a heavy-duty engine manufacturet .
faced a shortage qf skilled workers and the passibility ttf a sprees,
on their peation fatal To brace employees to remaM with she firm
they developed the "Golden Bridge" polity. The program provides
graduated increases in vocation time. baurance. pension bensfits
and surviving spouse benefits based on age and years of serWce for
each year the worker participates

Summary

As we embark on an era of tighter labor markets and skill shortages,
the issue facing the Natkin is how to effectively institute measures to
improve the work place environment for all workers. This will, of
course, benefit older workers, but it also should substantially further the
interests of the entire labor force and American industry as well

Tools to assist employers are available to help employers improve
productivity and efficiency and to enhance employment options for
older workers. The challenge for employers is to tailor these tools to
their own workplace settings.
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Key Public Policy
Conclusions and Issues

latroductios

The development of public policy is an on-going process, subject to
continuous review and debate and shifts in focus as new issues arise
(e.g., child care and eldercare) and opportunities occur to revisit old
issues. This report does not intend to authoritatively decide matters of
complex public policymatten that will require the considerable skills
of many segments of government and society. Rather we set out to en-
courage the dialogue, to explore responsibilities, and to guide policy
makers.

We have used the demographic data base as a springboard in our
analysis of t$,Ie woi kforce issues affecting older workers; and we have
adopted three conclusions wh:ch are consistent with our responsibility
far workforce issues.

First public poky must enable older workers to remain in or
return to the workforce without institutional barriers limiting their
choices.

Second, public policy must ensure that employers are not prevented
from effectively responding to the opportunities and challenges jar
recruitment and retention of workers in light of demographic
trends.

Third, public policy should encourage workers and employers to
pursue the most effective means for enhancing and upgrading the
skills and capacity of the workforce to ensure the best utilization of
our nation's human resources.

The Task Force examination of the issues has led to & delineation of
objective& that can serve to guide future policy development activity as
it relates to the workforce attachment decisions of older workers:

to promote age-neutral public policy, in order to ensure:
the welfare of the American worker
the quality of the American workforce
the productivity of the American worker without
discrimination based on age;
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to articulate the oPPoetunfties and challenges of &amine demo-
grspliies, technology, sad nierkets so that workers can knowl-
edgeably choose among shernatives available, and employers
can effectively manage then workforce needs;

to eacouralle elaniorwa wad workers te remove impediments and
disincentives to continued employment weed on age or number
of years worked that may have been included in personnel poli-
cies or collective bargaining agreements;

to 111C011111110 engineers, managers, labor leaders and ethers to is-
vestigate maw team's*. sad memsipment practices that may
provide greater flexibility for workers scheduling and task
design without compromising productivity;

to support research into tbe most effective training techniques de-
signed to enhance and utilize the talents and skills of older
workers, and assist in the deployment of this information;

to design and administer employment and training programs that
take into account the capabilities and special needs of older
workers;

to identify and disseminate sew action strategies that will enable
employers to attract, retain and effectively manage older work-
ers; and

to promote employee benefit plans that will not only serve to in-
crease the welfare and security of the workers but also provide
a means for employers to reduce turnover and encourage con-
tinued employment of productive workers without regard to
age

There are a wide range f.f public policies that affect the decisions older
workers make regarding labor force attachment, as well as the decisions
of employers to offer the kinds of job opportunities older workers are
seeking. The changing demographics and tighter labor markets force
the Federal government to examine these public policies to see which
enhance and which do not enhance older workers' voluntary participa-
tion in the labor force.
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These public policies inzludebut are not limited to:
Social Security

-- Eapleyee Retirement Income Security Act (ERISA)
Uomployasest lesuraaee MID
Troia* Program
Health EcuelitsMedicare/Medicald

Social Security

During its history, the Social Security program has included a variety
of institutional h zentives that affected retirement behavior. However,
because of changes made in the 1977 and 1983 Social Security amend-
ment..., and because more workers retire earlier f' am the lab% force,
Social Security no longer affects retirement behavior the same way it
did in the past Many of the incentive/d4incentive effects that remain
will be phased out over time.

The major decisions and impacts affecting labor force attachment de-
cis-nns f:Alow.

Prior to 1977, Social Security's benefit formula provided a
strong nicentive to work to age 65 and then retire. Benefits
were based on the workers' unindexed earnings over a short
averaging penod (years after 1950). As a result an additional
year of work between age 62 and 65 replaced an early year's
income, very small in nominal terms, with a recent relatively
high year's income Because of the earnings test, and the ab-
sence of a fair delayed retirement credit for work after age 65,
few people worked past 65

The earnings test at tnat time clearly affected retirement behav-
ior Since that time, workers have begun to retire earlier and
earlier (age 6 5 is no longer a particularly important retirement
age) In addition, after a substantial phase-in period the 1983
amendments will make benefit payments actuanally fair for
wolk after age 65 This will essentially eliminate one of Social
Security's nomic incentives to stop or reduce work after age
65
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Wealth transfers through the Social Security program have also
encluraged early retirement. Individuals retiring midi on in the
program received very high real returns on their coatributione.
This enabled workers to retire earlier than planned and has con-
tributed to the declining labor force participatioe alums older
workers. However, these "wealth effects" should not distort the
retirement de 'lions of baby boom retirees because real returns
on their contributions will average about 2 percentsimilar to
normal market returns. These wealth effects were largely ermi-
nated in the 1983 amendments which reduced benefits paid to
future retirees through the raising of normal retirement age
from 65 to 67.

The 1977 and 1983 amendments substantially reduce the work/retire-
ment distortions attributable to Social Security. Still, unq the delayed
retiremert credit is fully phased-in, there is an economk disincentive to
work past 65 and the earnings test can represent a significant taz on
work. The earnings test hurts those who must rely on earned income to
supplement retirement income but does not affect those who have sub-
stantial income from savings. It is estimated that the labor force attach-
ment decisions of between 350,000 and 2,000,000 individuals are affect-
ed by the earnings test.

This problem could be ameliorated through:
ermined°. of the eandsp test,
raising the incense threshold to which the test is applied, or
speeding up the full phase-in of the delayed redraneat
credit.

Although the earnings test does affect some retirement decisions cur-
rently, it ce-Ild be expensive to eliminate its effects. Policy makers
should give these options serious thoughtbalancing the cost of chang-
ing Social Security with the costs to the economy of some reduced
labok participation.

Finally, if the gro:ving social security surplus is "saved", rather than
spent financing current government spending, then generational trans-
fers should not be a problem when the baby boom retires. Such a fiscal
policy would contribute to greater national savings and a greater cap-
ital base from which to finance the baby boom's retirement.
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Pension Coverage

Strong incentives to work or retire are much more Important features
of some private pensions than in social security. Defined benefit plans
maintain very strong incentives to work to a certain age and retire at a
certain age. Defined contribution plans are neutral with respect to re-
hrement incentives. The defined benefit plan has strong incentives to
stay until eligibility for early retirement and leave at normal retirement
age This is because the value of the pension accrues most rapidly near
retirement and is not actuarially adjusted for work after the normal re-
tirement age

Employers utilize these incentives to increase productivity by re-
warding longer tenure and reducing turnover. These plans are also used
to manage theme and composition of the workforce by encouraging
retirement at certain ages (early retirement Incentives can be essential
for an industry seeking to restructure or downsize its workforce).

Although the current incentives in defined benefit plans very clearly
penalize those who work past the normal retirement age, three points
should be made. First, Federal law does not prohibit an employer from
actuarially increasing the benefits paid for work after the normal retire-
ment age or from changing early retirement incentives. Second, at de-
mographic changes make .older workers more valuable the incentive
structure specific to defined benefit plans may offer employers a unique
mechanism to counteract earlier retirement trends. Third, because pn-
vote pensions are voluntary arrangements, Federal prescriptions cootd
senously jeopardize employers' willingness to sponsor pension plans.

Finally, the government must develop innovative policies to minimize
the extent to which workers with disrupted work are penalised for cir-
cumstances that may be beyond their control. For example, large firms
that are forced to downsize frequently attempt to minimize lay offs and
protect workers who may have the most difficult time finding new
jobs Lay offs are restncted to younger workers and workers nearing
retirement are encouraged to retire earlier through special shutdown
benefits and attractive additional benefits offered through ettrly retire-
ment windows

Over the past eight years many new protections of rension rights
have been added to ERISA. The Federal government should continue
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to strengthen these lights with particular sensitivits to those worker:
who must change jobs because of adjustments in the economy. At th,
same time, Federal regulations must be cautious not to elunmate an err.
ployer's ability to use pensions and other elements of compensation v.
adjust their Nbor forces in ways that impose the least burden on OA
workers who could be most adversely affected by such adjustmenIs.

Unemployment Insnreacie

The role of Federal law in the Unemploymen. Insurance System is lim-
ited; State law primarily governs eligibility, benefit levels, and the pay
roll taxes to support those levels. The Federal/State U1 system has ..
two-tier system of employer taxes. One tier is a Federal tax The Feckr
al Unemployment Tax Act (FUTA) levies a tax of 6.2% on the firs.
$7,000 of wages an employer pays with respect to employment. /4
credit of up to 5.4% is -vailable against that tax for employers in Stew
with unemployment insurance laws certified by the Secretary of Labo-
as meeting all of the Federal law's requirements. All State laws are cur
rently so certified. This credit feature leaves a residual Federal taa r,
0.8%. The proceeds from this Federal tax are earmarked to pay fof
Federal and State administrative costs of the employment security
system.

The second tier is a State tax. States levy an unemployment tax on
employers to finance the payment of benefit& The wage base set by the
States need not be the same as the Federal base, although, because of
the structure of the system, there is a direct link between the Federa!
and State wage bases. In fact a majority of the States oirrently have a
wage base higher than $7,000 (the highest is just over 100) and the
median is currently $8,000. States establish the tax rate:, to be paid by
the employers to reflect the employers' experience with unemployment
and to replenish and maintain the State's account in the Unemployment
Mist Fund

By contrast, the wage base for purposes of collection of the Socia:
Security tax, indexed to reflect the average annual wage in the U.S., is
$45,000 and is expected to rise to about $49,000 in the next two years

Analysis of the relationships between the parameters of the tax struc-
ture and various labor turnover categories suggests several questions
Does the tax cost associated with labor turnover give employers an in-
ducement to reduce labor turnover in order to reduce taxes? Does this
make part-time workers more expensive to hire? Is the cost significant
enough to adversely affect employer decisions involving older workers?
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Or is the marginal tax rate so low that even if all the theoretical analy-
ses were correct, typical employers do not react to the tea incentives
because the potentis! tax savings are so mall?

Another Ul issue deals with the RITA requirement that Stela, as
condition of conformity with tbe Federal baw, include in their amen-
*meat insurance laws provision that will reduce oliehnent's
weekly benefit amount by the amount of my maim retirement play,
annuity or other payment the claimant is receiving booed on the previ-
ous work of that individusl. FUTA permits the States to limit the appli-
catioe of the required offset depending on two elements: whether the
claimant contributed to the pension, and whether the employer whose
account will be charged for benefits paid to the claimant was also a
xintributoi to the pension the claimant is receiving.

This provision has been in effect since 1980. Prior to 1976, there was
no pension offset provision in Federal law. The States were free to
enact such provision and 31 States had done so prior to enactment of
the Federal law provision.

Retirees haVe complained about losing this dual source of benefit
However, adjusting the pension offset may introduce a new disincen-
tive effect for the employer. 1.11 can be collected for only 26 weeks in
most Stateb and the employer, as the &limier of the Ul system, may be
reluctant to hire a part-time worker who is already collecting a pension
benefit financed partially or wholly by him. Would removal of the Fed-
eral requirement remove the present "incentive" to employ pensioned
retirees, sinc.; it would increase Ul charges to the employer in the
event of a layoff?

Training Programs

Training is a key element in the success of most older workers partici-
pation in the workforce, whether u be job-related while employed or
specialized artist ince to those with seriou: problems such as poverty,
illiteracy, unemployment, and dislocation. The Department of Labor's
primary focus should be twofold: (1) improving employment and train-
ing programs which provide services that directly impact the employ-
abil4 of all okler workers and particularly those with employment re-
lated problems, and (2) investing in research to encourage and provide
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Medicare costs, especially physicians' fees and costs for out-patient
care, continue to rise rapidly. Fmancing the loss-term care seeds eif the
dramatically growing population of frail elderly as well as the younser
old population continues to be a serious problem, and the potential
costs of insuring such care continue to stifle both public and private ini-
tiatives to respond to this need. -

Escalating health care costs cause concern for al; groups in society
and raise fundamental issues regarding the country's health insurance
system, as well as the health care delivery system. Even if the problems
of access to health care could be solved for the younger population and
employers gain control ova' the escalating costs of insuring their active
workers and dependents, public conEern for providins adequate health
care for all Americans is likely to continue to heighten.

Health care needs rise after age 55 and even more dramatically after
age 65. Tbe combination of increased numbers of older Americans and
the continued trend towd early retirement in the short run wit/ con-
tir .1 to exert pressure on employers' health insurance costs. Employer-
sponsored retiree health insurance is a strong early retirement incentive
and the unfunded retiree health insurance represeuts a huge potential
liability for employers and younger workers. Because benefits are paid
out of premiums, older individuals who are more likely to receive those
benefits are subsidized by ye unser workers. This intergenerational
transfer may not be sustainable as the older population continues to
grow.

Many companies are faced with paying the premiums for health plans
where half or more of the participants are retirees who no longer con-
tribute to the company's output. Should Fedeml policy require that all
employer-sponsored retiree health insurance programs be pre-funded? A
pre-funded health benefits plan carries with it all of the management
issues of any trust fund, including phase-in, vesting, portability, and
Federal regulation with its implied guarantees.

Workers over the age of 65 must continue to be covered by the em-
ployer's health programs, even though non-workers or those not cov-
ered by an employer's program are eligible 'for Medicare. While Medi-
care was never envisioned as the primary iienIth care vehicle for active
workers, the appearance of equity may be a factor to be considered.
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Persons who can afford to retire because of private pensions, asw
income or socisl security are eligibk for Medicare if they are 63; per
sons who must work because they can not afford to retire are pulling
pressure on the private health care system.

As labor markets tighten near the turn of the century, the current mu.
nation couid reverse itself. With tighter Isbor markets and only a small
reservoir of younger workers to draw upon, employers may want lc
restructure their benefits to retain healthy older workers in the work-
force; and the public health insurance system is likely to become in-
creasingly tbe insurer of the high cost, high risk, older population.
Thus, employers may retain workers well into their sixties as lona as
they are healthy, but promptly retire workers when they encountei se-
rious health problems.

There are no simple solutions that will relieve the ;-::ent pressures
on the health care system and also assure that, as the demographics of
the population shift, health care costs will continue to be equitably di-
vided among individuals, employers, and the public. In the area of
health care, as in no other area, a close public-private partnership ma)
be critical for assuring the affordable access to heal% care that will be
needed to guarantee a healthy productive workforce i...sel ! ttxure old
age.

Sumairy

The demographic reality of huge numbers of workers facing a decision
to remain in or leave the workforce warrants serious consideration. The
direction that the formulation of public policy will take into the l990's
and beyond will need to be guided by this reality. Workforce issues
range from the need of the national economy for the skills and experi-
ence possessed by older workers, to our obligation to ensure that work
also provides for a secure retirement. It is government's mponsibilit)
to ensure that public policy does not preclwte free and full consider-
ation of all opportunhies and alternatives by the workers and employers
alike.
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FOREWORD
As we review the implications of an aging populatioa, it becomes clear
that we must limy particular attention to the problems of older workers.
Public policy should strive to accommodate both those who are reedy
to retire and those whl would like to continue to work. Institutional
barriers must be lowered and innovative approaches developed. The ef-
forts of private sector employers will be the major key to mow

This report, which was prepared by the Bureau of Labor Statistics.
analyzes the labor market problems of displaced older workers. It re-
views the available data on the extent and nature of unemployment, dis-
couragement, and displacement. It also focuses oe institutional amuse-
ments, such as pension rules and the supply of part-time jobs that may
limit the employment opportuities for older workers.

Older workers are a national resource. They are skilled and experi-
enced. When they leave the labor force before they are ready, both
they and society lose. I believt that attention to tbe developments dis-
cussed in this report will stimulate wide ranging discussion and lead to
creative approaches on behalf of the Government and the private
sector, to increrse productivity, promote international competitiveness,
and enhance the welfare of America's wage earners.

Ann McLaughlin
Secretary
U.S. Department of Labor
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Preface
Congress, through the Labor Department Appropnations Act in Public
Law 100-202, requested the Secretary of Labor to develop a report
that addressed the labor market problems of older workers who had re-
tired, who were pressured to leave a job, or who were reentering the
labor force. This document is largely based on that report.

The report was prepared by Philip L. Rives and Diane E. Herz of
the Office of Current Employment Analysis, Division of Labor Force
Statistics, Bureau of Labor Statistics

Mater'. Al in this publication is in the public domain and, with appro-
pnate credit, may be reproduced without permission.
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CHAPTER 1.
Introduction

In recent years, Federal legislatioc has been passed to allow or en:tour-
age workers to extend their worklives. Anticipating a dramatic decline
in the ratio of worker *a retirees when the baby-boom generation re-
tires, Social Security alations him. been altered to encourage later
labor for e withdrawal and to increase penalties for early retirement. In
addition, age discrimination laws have been extended to protect work-
ers from mandatory retirement at any age. At the same time, however,
an opposii: and more dominant force has influenced wc. 'time retire-
ment age; many employers have made earlier and earlier retirement
possible through options offered in their pension plans.

The net result has been that retirement ages for r -a have fallen
steadily during the post-World War II period.' In general, this has re-
sulted from improvements in retirement resources Social Security,
pensions, and wealth.

Most workers today loot forward to retirement at a relatively early
Pox by historical standardsat age 62 or, often, younger. Even in hind-
sight, mos: are h,npy with the timing of their retirement decision.
Some retirements, however, may not be strictly "voluntary," but,
rather, they may be a responce to actual or threatenxi job loss, or to a
lack of adequate job opporturities for older workers. These retirements
may only be voluntary to the ekient that labor force withdrawal is the
best option available. But some workers' "first choice"either phased
retirement, or a "second career" upon job loss or pension acceptance
is often not feasible because of institutional rules and job market reali-
ties. Workers faced with the choice between continued full-time em-
ployment (during which some pension benefits are often lost), part-nme

,rk for relatively iow wages, or cemplete retiremen. generally opt for
complete retirement.

The concept er is more complex for women That if becictse
women in little and simes today vile: had very little work experience
throughout their live As a res.-1!, they often not chcose a retirement age
based on their own work history or pension resouices. Labc. force panic:pa-
hon rates for women age 65 and over have followed the same trend as that
for menthey have declined from a high of about 11 percent in the early
1960'. to about 1 pe.cent today. Participation rates for women age 55-64
have changed littk. over the last two decades.

1
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This report recognizes that early retirement has been a welcome
trend for the majority of older workers, and that today's earlier retire-
ment ages have come about because of positive factorsincreased real
Social Security berefits, gains in pension coverage and kvela, and in-
creases in wealth among retirement-age individuals. Nevertheless, job
market problems do exist for a relatively small group of older workers,
and those persons are the focus of this report.

Background. The debate over retirement age has taken place as thz
economy has been undergoing a profound transformation. Despite sub-
stantial employment growth in many areas of the eccnomy, the contin-
ued loss of jobs in manufacturing Industrie ia.r: displaced many workers
from their long-held jobs, often with serious consequences to individ-
uals, their famil'es, and even whole communities. In addition, the in-
creasingly competitive nature of many industries has led to "downsiz-
ing"---reductions in the size a a company's work forceand to mei ,-
ers and acquisitions that often speed up cost cutting, resulting in ;'ne
loss of jobs. Managers and other white-collar workers have also been
among those losing thei lobs as a result of these restructurings.

One of the many ways in which employers have respcndcd to thn
current economic climate is through pension plan provisions that allow
for much earlier retirement than had previously been common. Many
have turned to the use of Early Retirement Incentive Plans (ERIP's) as
a way to reducc their payrolls or to avoid layoffs. Such plans provide
incentives for workers to retire earlier than they otherwise would have
under the normal provisions of their pension plans. To many, ER1P's
are seen as beneficial to both employees a....: employers. To others,
these programs are viewed as thinly veiled attempts to target older
workers for job loss.

The economy has experienced one of the longest peacetime expan-
sions of this ntury-6 years as of this writing. However, the eat!),
1980's were t .arked by two recessions in which several million workers
lost their jobs in manufacturing, and job growth elsewhere was either
slow . ,onexistent. The rilight of many middle-eged and older workers
who were displaced from long-hal jobs during the recession periods
was well publicized in press accounts. And, whi]e the extent and severi-
ty of such problems were difficult to quantify precisely, it was clear
that some older werkers had a difficult time reestablishing themselves
in the job market.

A SJ
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Thus, during, the decade of the I980's, recession and economic re-
structuring have served to increase interest in the labor market situation
of older workers. At the ume time, another issue has continued to re-
ceive attention. Largely because of escalating divorce rates over several
decades, chanting views about work and marriage, and a desire for
families to maintain or increase their living standards, significant num-
bers of women in their forties, fillies, and even some in their sixties re-
entered the labor force after considerabk time outside of it, often with
little experience and few current job skills.

While most of the growing body of research on older workers still
focuses on the decision to retire, increasing attention has been given to
those who do not wish to do so. This analysis focuses on the job
market and institutional barriers to employment faced by those ober
persons who would prefer work to complete retirement.

Orgonimion of the report. With these concerns as a backdrop, this
report attempts to address as many of the issues related to the labor
market problems of older workers as possible, given data limitations
and measurement problems. Chapter 2 documents the extent of various
labor market difficulties experienced by older workers, such as job loss,
unemployment, displacement, etc., and examines the job market out-
comes for persons who experience these problems. It continues with an
culmination of issues related to labor force reentry of older women.

Chapter 3 addresses the institutional impediments to employment of
older workers, both in long-term careers and in postretirement jobs.
More than any other factor, the extent of work s^"vity of older per-
sons seems to be affected by institutional rules 2.1-t larly those relat-
ed to Social Security regulations and pension poll..., A be chapter is di-
vided into three parts: the effects of Social Security and private pension
regulations on work activity; the market for part-time jobs; and the im-
portance of age discrimination. Chapter 4 offers some conclusions based
on the study findings

Age coverage. The legislation requesting this report recommends the
inclusion of all workers age 40 and over as "older workers." For some
issue-), such an age break may be apr-e-nriate; for others, such as those

3
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related to retirement, an older cutoff is more relevant. In many cases,
distinctions cannot be made between the labor market problems and be-
havior of older and younger workers until age 55 and older. Often, data
limitations dictate the age detail and range that are available for investi-
gation.

Data on minorities. During the preparation of this report, a number of
organizations requested that efforts be made to distinguish between the
labor market problems of older white workers and those ot a wide
range of racial and ethnic minorities Unfortunately, there is a paucity
of data on older minority group members who are unemployed and/or
displaced from their jobs. This is generally because labor force surveys
are too small to measure accurately the job market status of small popu-
lation groups, particularly when the phenomenon being measured. such
as unemployment, is experienced by only a small portion of the indivi..'-
uals in those groups. An extremely large (and costly) sample survey of
the population would be required to allow for any substantial analysis
of the labor market problems of the minority aged.

Still, there is no question that older blacks and other minorities are
far more likely than whites to experience labor market problems Limit-
ed available data suggest that older minority workers, like those of all
ages, have higher rates of unemployment and discouragement and
lower earnings than do older whites. These lifetime differences in em-
ploymert and earnings generally mean fewer resout,:es .at retirement
age As a result, some older workers must maintain an attachment to
the job market long after those with greater financial resources might
have retired As additional evidence of the precarious financial status of
many older blacks and Hispanics, a repo t of the National Commission
for Employment Policy (1985) found that older blacks .Vere four tinies
and Hispanics three times as likely as ss hites to esperienc, labor market
problems 2

These estimates were as of 1980 and related to eligibility tor Cornpaticii-
stye Employment and Training Act training programs Low-inkome
who are part of the labor force are considered to have labor market prih
tem, whether they are employed or unemployed

4
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CH APTER 2.
Unemployment and Other Labor Market Problems

Ans dissussion (f the labor market problems ot older workers should
not onk quannfs ths extent of those problems but should ako put them
into a meaningful perspecose While a few issues, such as forced retire-
ment and age discrimination. are unsque to older pervans. m ins labor
market problems. such unemployment. .rob displacement. and labor
market discouragelr,ent. affect workers of all ages The key issue is the
extent to which both the incidence and outcomes of thew problems arc
different for older persons than fo; others

Ses era) sources of data pros ide information on labor rnarket prob-
lems Thi most useful ones for comparing the extent and outsornes of
these problems between workers of different age groups arc those that
proside information on the entire working-age populanon For that
reason this analssis relies heas ils on monthly data from the Current
Population Surs es I I as ses eral of its supplements Longitudinal
sun es s often pros ide information for workers in narrow age ranges
only. and hence cannot ,.se used to make intergenerational comparisons
of labor market experiences However, because they follow individuals
over an extended period of time. longnudinal surveys are especially
well suited for examining the outcomes of labor market dIfficuIttes

Prior to a discussion of some of the specific measures of labor ma;ket
problems, st is useful to summanze the labor market status of older
workers Table I presents labor force data for workers age 45 and oser
Until age 62. a majority of men v.ork for women. labor force parncipa-
non rates are below 50 percent at age 60 and beyond 4 With each adds-

3 The Current Population Surve% is a curse% of close t() 60.00., households
conducted hs the Bureau of the Census for the Bureau of Labol Statistics In
addition to the regular monthls data. which proside measures (weighted to
national populati)n controls) for % anous demographic and labor force cate-
cones the CPS can ako he used to match respondents' lahor force character-
istics oser periods rariging (tom a month to as long as 16 months The I-
month match referred to as gross flows data is used several times in this
report "Os each March respondents are asked a series of questions related
to their laho- market activits during the entire previous calendar year, rather
than the l-s% ea time period used for identification of employment status in
the mone'ly CPS These March data are referred to as w3rk expenence data.

Thest crors-sectw7.al data for men basically show what happens as
people age For women, the decline in participation with age evident in the

Continued
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tional year of age (beyond age 45), successively fewer men work and
more are out of the labor force. Work activity drops off sharply at age
62 and again at age 65, corresponding to the age of first eligibility for
Social Security retirement benefits and the age of eligibility for "full"-
benefits. In total, about 1.2 million workers age 45 and over were un-
employed (out of a total unemployment count of 7.4 million), but only
about 80,000 were age 65 and over. These data point out that the types
of labor market problems experienced by older workers (however that
groon I:, defined) will vary markedly by age Thus. the key Issues go
from tine: ioyment and job loss, among the youngest groups, to post-
retirement employment opportunities and pension rules among the
Oldest

Labor market data are sometimes difficult to Interpret Such com-
monly used measures as unemployment rates, duration of unemploy-
ment. and discouragement, for example. may mean something quite dif-
ferent for older workers than for younger ones. This analysis examines
a wide range of labor force data and discusses both their strengths and
limitations Often, their limitations dominate. That, however, is an im-
portant conclusion of this research: that there is much we do not know
about job loss or employment opportunities for older persons.

The discussion is divided into three parts. First. vanous labor market
measures. such as unemployment, discouragement, and displacement,
are examined to assess what we do and do not know about the number
of persons who lose their jobs or who might want a job for other rea-
sons Second. the outcomes of job loss and job search are examined.
This analysis also includes a brief discussion of the effects of recessions
on older workers employment and an examination of istnes related to
labor force problems of older %%omen

Magnitude of the problems
Z. nem*, ment

tkasurement and extent The definition of unemployment used in the
Current Population Survey (CPS) is specific to be counted as unem-
Pimed. a person must nok have worked at all during the reference
eck. have actisely looked for work at some point during the previous

,r,ss ,ectional data reflects both an ilne effeLt and large differenLes m the
ife patterns of sucLessise Lzenerallons t \NOrnefl (this is referred to as a

etfeLt1 Sc Her/ 119881 for i dis,ussn,n of the latter phenomenon
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Table 1. Labor forbe status of the avian nonmslitutional population age 4 5 and Oyer
by sex and age. 1967 annual averages

Peorresers vl evusseeIl

Leber Imes

Sea and alw awldarMa Yeermeliered Nel In Weer Istee

tlentraer Pram .Newly eamens . Num*" Pereeet ' ,

TOTAL
45-54 yews 23.113 17.467 75 4 723. 3 1 4 972 21 4
55 yews and over 49.943 14.506 29 0 490 1 0 34 e 6 70 0

5544 yews 21.835 11,465 52 5 412 1 9 9 956 45 6
55-59 yews 11.036 6.049 63 0 255 2 3 3,632 34 7
6041 years 4.420 2279 51 5 87 2 0 2458 46 6
6244 years 6,379 2,240 35 1 70 I I 4,068 63 8

65 years and
over 28,106 3041 10 8 78 3 24 969 68 9
65-69 years 9,736 1.650 19 0 50 5 7 837 80 5
70 years and

mew 18,372 1.191 6 5 29 2 17,152 93 4
Men

i45-54 yews - 11215 9,750 86 9 426 3 8 i 1,039 9 3
55 years and MN

55-64 years
21.899
10267

6,532 i

6,662 ;

39 0
65 1

307
256

1 4 `,

2 5
13 060
3.327

59 6
32 4

55-59 years 5.249 4,027 76 7 158 3 0 1.064 20 3
60-61 years 2.068 1,343 64 9 55 1 7 671 32 4
62-64 years 2.950 1.312

I
44 5 45 1 5 1,592 54 0

65 years and
over 11 632 1,850 15 9 1 49 4 9 733 83 7
65-69 years 4 411 1.108 25 1 30 7 3,273 74 2
70 years and

Over 7,221 742 10 3 19 3 6 460 89 5
Women

45-54 years 11.968 7,737 64 6 298 2 5 3 93/ 32 9
55 years mnd Over 28 054 5 973 21 3 184 7 21 886 78 0

55-44 ears i 1 56i 4 783 41 4 155 1 3 6430 57 3
55-59 years 5 787 2 922 50 5 97 1 7 2,767 47 8
60-61 years 2 352 932 39 6 32 1 4 1 ,387 59 0
62.64 years 3 42S- 928 27 1 25 7 2 476 72 2

65 yews and
Oyer 16 476 1 191 7 2 30 2 15.256 92 6
65-69 years 5 325 742 13 9 20 4 4.564 65 7
70 years and ;

over 11.151 I; 449 4 0 , 10 1, 1
1

10,692
i

95 9

' PmcolO 04 PoPulebon For Ins unemployed the Ileum should no4 be confused min et unemployment Me'Owl, WM Saa as PrOpOealn of the labor lorce
Source aunty or tate Suostcs, Carex Popurhon Surwr

7

s



162

4 eel,s. and be aailable for wor t. mi of the surse 1 Iiu
simpl) put, the unemployed must Man have lost then
jobs. but others have quit theirs or Negun d lob search after being
out of the labor force Not includ-% 1.. :he category are persons w ho
are out of the labor force (not wors-ini. s't looking for work). whethei
or not :hey might want a job under cerum circumstances The magni-
tude of unemployment among oldel v.,:rkers is shown in table 1. In
1987, about 700,000 persons ages 45 to 54, 400010 ages 55 to 64, and
fewer than 100,000 age 65 and older were unemployed in an average
month. Men and women had fairly sinmilas unemployment rates at each
age

The unemployment rates for older workers are well below the aver-
age for all workers. However. since :he national average is inflated by
the markedly high jobless rates for yeuuth. it is most appropriate to omit
workers under age 25 from the comrnanson with older workers, what-
ever the age cutoff The tabulation oelow shows unemployment rates
for men and women in sarious age gr-lups in 1987

Unemploymant rates, 187 annual averages

Ago ilen Women

25-34 years 5 9 , 6.2
35-44 years 4 4 4 6
45-54 years 4 2 3 7

55-64 years 3 7 3 1

65 years and over 2 6 2 4

Prior to the 1970s. the jobless rate for men age 55 and over tended
to be higher than the rate for 25-to 4-year-olds Since then, not onl)
has the situation been reversed, but the gap between the older and
%ounger groups has continued to grcr, and has tended to widen in re-
cessions and narrow in recoveries So,--ie possible reasons for the recent
differences in the rate of joblessness f. ormg older men Include the fol-
lowing

5 Persons on layoff from a job lo wh h they expect to be recalled or who
are scheduled to begin a new wage and salary job within 30 days are the
exceptions to the job search requaersent in the unemployment concept.

.S6
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Improvements in pension income have made retirement a viable
alternative to employment for many older potential jobseekers.
Several large increases in Social Securit. Jenefits were institut-
ed in the early 1970's and payments were subsequently indexed
to the Consumer Price Index to protect against erosion from in-
flation. Coverage of emploees by private pensions has also in-
creased since the 1960s. Thus, some persons who may have had
to find a job in the past are now better able to retire (or stay
retired).
There has been a considerable increase in the use of early retire-
ment inducements to lower labor costs and avoid layoffs. This
method used to be closely associated with recessions, but the in-
creased competitive pressure of the 1980's has made this a fairly
common occurrence, even in a time of general economic expan-
sion. Thus, older persons may avoid further work, and possiUy
layoff, by retiring, an option not available to younger workers.
Rates of labor force reentry (proportion of workiTs who were
out of the labor force in the previous month who are in the
labor force in the current month) for older men are generally
down from the late 1960's and early 1970's. That is, retired
workers are more likely to stay retired. Thus, there may have
been some downward pressure on older workers' jobless rates
as fewer persons outside the labor force undertook a job search.

The above points all focus on the increase in both the incidence and
permanence of retirement as explanations for the decline in uncnploy-
ment among older persons. The option of being out of the labor force,
not feasible for most middle-aged workers (particularly men), compli-
cates unemployment comparisons between age groups in two ways.
First. the incidence of unemployment among older persons is limited by
labor force withdrawal. For example, a 40-year-old job loser is much
more likely to show up in the CPS as unemployed than is a 62-year-old,
who may choose to retire rather than undertake a job search. Secondly,
duration of unemployment may be lowered by labor force withdrawal
after an unsuccessful job search; in other words, a large proportion of
the unemployment spells of older persons end in labor force withdrawal

9
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rather than employment. Had these persons persisted in their job
searches, average durations of unemployment would probably be higher
than they are. (See Rones, 1983.)

Are older jobseekers marginal jobseekers? Two groups of older workers
exhibit quite different unemployment characteristics. For those between
the ages of 40 and 54, unemployment is fairly easy to interpret. There is
little question that most jobseekers in that age group are in the job
market largely for financial reasons. They generally look for full-time
work until they find a job (rather than give up their job search) be-
cause, aside from the earnings of other family ,members, they usually
have no other major source of income to rely on if they end a search
unsuccessfully.

It is tempting to portray older jobseekers age 55 and beyond as more
marginal labor force participantsas many may have viable nonwork
options. This charactenzation is consistent with the fact that a relative-
ly high proportion end their unemployment spells by leaving the labor
force rather than by gaining employment. While it is difficult to
measure how much someone wants or needs a job, some data on job
search and reason for unemployment shed light on the issue.

The data presented in table 2 tend to support the contention that the
older the jobseeker, the more marginal the job search. However, the
stereotype of the older person as not needing work is, in many cases,
invalid. Generally, the higher the nonwage income, the less pressing the
need for employment; but, for many workers, retirement income is not
available prior to age 62 (age of Social Security eligibility). Thus,
before that age, an older person may be no more able to finance ex-
tended time away from work than a middle-aged worker. In fact, as
shown in table 2, pnor to age 62, the vast majonty of older unem-
ploytd workers were receiving neither Social Security nor other pen-
sion (including government pension) benefits. Fewer than I in 5 60 and
6I-year-olds was receiving a pension other than Social Security At age
62 and beyond, however, the majonty of jobseekers have other sources
of income '

While these data clearly indicate that many older unemployed per-
sons do hase access to pension income, those still looking for work 3re

6 Data for persons in the oldest groups, especially those based on a single
month. shou'J be viewed with caution because of the relatively small number
of unemployed persons thes, ages in the CPS sample

;SS
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Table 2. Pension receipt in 19111 of unemployed persons age SO and
over by sex and age, March 1087

(Prows dertouson)

Sex and ads Teed
No SeNal
Seaway

ex
pension

Sedi
security.

no
poison

; Pension.
i no Soda
s Saftifft

Ileat

Men

50-54 years . 100 91 1 a
55-59 years 100 82 1 16 1

60-61 years . 100 75 7 16
62-64 years 100 45 40 9 4
65 years and over 100 16 51 2 31

Werner' '

50-54 years . 100 96 4 _
55-59 years 100 83 7 10 -
60-61 years 100 93 5 5
62-64 years . 100 29 52 5 17
65 years and over . 100 s 52 3 42

, Much of Me penman recapt fOr women age 62 and over reflects benefits based on the
earwigs records of thew husbands

Source Bureau of Labor Stabs:ca. March 1987 Current Population &way income supplamant

far less likely to have pensions than are persons the same age who are
retired. For example. among unemployed men ages 62 to 64, 45 percent
had no pension Income; and among those 65 and over, 16 percent had
none. Of those out of the labor force, the corresponding figures were
only 16 percent and 3 percent. respectively. This supports the thesis
that older unemployed workers tend to be those who are least able to
afford to retire. (See Fraker, 1983; Harris, 1981 and 1976; and McCon-
nell, 1983.)

Other characteristics of unemployed persons prior to age 62 indicate
that job search is often very serious. The majority of older jobseekers
under age 62 are persons who begin looking for work immediately after
losing a job; they are not leaving retirement to look for work. As table
3 shows, in 1987. three-fourths of the unemployed men ages 55 to 59

11
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were job loserspersons who were either on layoff or were perma-
nently separated from their jobs.

Table 3. Percent distribution of workers by reason for
unemployment, sex, and itsjirglier1P9rceadnmal averages

Sea and g ,

T°tal '

Job
Mears

Job
leavers Entrants

Men

25-54 years 100 0 72 9 , 11 7 15 4

55-59 years 100C 75 3 6 8 17 9
60-64 years 100 0 68 2 9 0 22 8
65 years and over 100 0 ' 45 1 6 9 47 9

Women
25-54 years 100 0 42 2 14 8 43 0
55-59 years 100 0 51 9 12 2 35 9
60-64 years . , 100 0 58 1 7 9 34 0
65 years and over , 100 0 ; 38 8 6 2 55 0

Source Bureau of Labor Statalre Curare Popuiabon Survey

Further evidence of the labor force commitment of jobseekers in
their late fifties is shown ia the tabulation below. Almost all of the un-
employed men ages 55 to 59, and three-quarters of the unemployed
women in that age group, wne looking for full-time jobs in 1987.

Percent of unemployed seekin full-time jobs, 1987 annual averages

Age Men Women

45-50 years 96 9 00 2
55-59 years

; 92 4 75 3
60-64 years

, 82 0 62 1

65 years and over 46 9 40 0

In general, then, there is little evidence to distinguish the level of
labor force commitment of unemployed persons in their late fifties and
early sixties from that of central-age workers. Dlder jobseekers in this
age range are largely people who lost their join, need (or want) full-
time work, and do not have adequate financial resources to support
themselves if they withdraw from the labor force.

Once individuals reach age 62, most have the Pption of receiving
So,:ial Security benefits From that age on, with each year, unemployed

12
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ss orkers are progressively more likely to take on the charactenstics of a
marginal jobseekercomeone who has retirement income, who is look-
ing for part-time work (often to stay under the Social Security earnings
hmit), and who might give up a job search without finding a job. To
illustrate the last point, table 4 uses CPS gross flows data and shows
that the probability of unemployed workers in various age groups going
from unemployment to outside the labor force in successive months in
1987 was greatest for older jobseekers. (See footnote 6.)

Table 4. Monthly probabilities of labor force withdraw& from tremplopnent
by sex and age. 1987 annual averages

(Percent)

A9e I Men Women

45-54 years 12 0 25 0
55-59 years 14.0 26.8
60-64 years i 26.9 34 9
65 years and over .1 42 6 42 9

Source Bureau of Labof Stabsbcs. Current Populabon Survey gross Sows data

Also, according to CPS data collected in 1976, job search efforts of
men age 65 and older are less intensive than those of younger men; the
okler group spent roughly half as much time in job search as their 25-to
54-year-old counterparts (Rosenfeld. 1977) (Women's job search effort
was essentially the same across the age spectrum.) Finally, older job-
seekers are less iikely than younger ones to persevere in their job
search, although it is not clear (s what extent aborting a search is job
market related (This issue is discussed later in the section on duration
of unemployment )

This discussion is not intended to understate the seriousness of the
oldest groups' job search efforts. The fact that persons age 65 and
older, ages at which most are retired, would look fa: work is evidence
of needeither financial, psychological, or both. That their job search
efforts often do not result in employment is certainly cause for concern

13



Discouragement

A second widely used measure of labor market difficulty is that of
labor market discouragement, a measure of the failure of the job market
for persons outside the labor force. Technically, discouraged workers
are persons who are not in the labor force who say they want a job but
are not looking for one because they believe they would be unsuccess-
ful if they were to undertake a search. There is no presumption that
any recent job search has taken place by discouraged workers. In fact,
some have not looked for work for many years and have no plans to do
so (Rones, 1983. Also, see Flaim, 1984, for a discussion of the labor
market attachment of discouraged workers in general.)

Despite the marginal labor market attachment of some older discour-
aged workers, the measure is still important for analyzing this group. A
worker does not necessarily have to engage in an active job search to
conclude that the prospects of finding an acceptable job are not good.
In certain circumstances, one may presume job prospects to be bleak
without actually testing the waters. If persons indicate that they are
available for work and want jobs, some credence must be given to that
response. Also, those outside the htbor force make up the vast majonty
of the older population, and labor market discouragement is often the
only -vailable measure of that group's potential labor supply.

Table 5 presents the official unemployment rate for workers in van-
,:s age groups alongside a modified jobless rate that includes discour-

' workers (in both the numerator and denominator). This is not to
st., t that they should be included, but, rather, demonstrates the
effect on the jobless measure if they were

Differences in the two rates for older workers reflect a population
phenomenon more than a job market. one. For example, 12 times as
many women age 05 and over are outside the labor force as inside.
Thus, even if a very small portion of the not-in-labor-force group was
made up of discouraged workers, they would have a large effect on the
small labor-force-based measure. And, in fact discouraged workers are
only a minuscule portion of persons age 65 and older who are out of
the labor forcconly about 100,000 out of 25 millionless than half of
1 percent. At the other extreme, only about 6 percent of central-age
men are out of the labor force, a very small pool from which discour-
aged workers may come.

Modif)ing the unemployment rate to inclule discouraged saorkers
has virtually no effect for central-age men and a only a small effect for

14
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women in that age group. At the other extreme, however, for women
age 65 and older, the new "jobless rate"is almost triple the original rate.

Table 5. Civilian worker unemployment rate and modified rate including
discouraged workers, number unempobyed, and discouraged workers by sex
and age, 1987 annual averages

(Numbers m thousands)

Sex and age

Official
WIND.

j Moment
; rate

Rate
Including . UMW Mame,
discos/P. gloved aged

aged , persona workers
workers :

Men
25-54 years 5 0 5 4 2,283 178

55-59 years 3 8 4 6 158 34

60-64 years 3 6 4 8 100 34

65 years and over , 2 6 4 9 49 44

Women
25-54 years . 5 1 5 9 1,850 338
55-59 years 3 2 4 3 97 33
ez-se years 3 0 4 9 57 38

65 years and over 2 4 7 1 30 61

Source Bureau of Labor Stettsecs Current Populatron Sur's'',

in conclusion, one needs to he careful when analyzing the statement
that older workers tend to be "overrepresented" among discouraged
workers Such a finding is to be expected when the potential pool of
discouraged workers includes all those outside the labor force, a group
that accounts for the majority of the older population. The real prob-
lem of discouragement, however may be understated by the official
measure. For many retirees, the types of job ofkrs available to older
workers are at such odds with their job market aspirations that they
may not even consider employment an option. In addition. Social Secu-
rity and private pension rules often provide substantial disincentives to
work after retirement (See chapter 3.) Thus, some individuals who
report that they "do not want a job now" could be responding to what
they perceive as the prevailing conditions of employment.

15

24-873 0 - 90 - 7

:934



190 .

Displacement

CPS displaced worker survey. Older workers, like workers of other
ages, have been affected by structural changes in the economy. These
include changing demographics, increased foreign competition, and
long-term shifts in the industrial structure of employment. Special sup-
plements to the Current Population Survey conducted in 1984 and 1986
found that about 5 million experienced workers lost their jobs as a
result of plant closings, slack work, or the abolition of a job or shift
dunng the 5 years preceding each survey (Horvath, 1987; and Flaim
and Sehgal, 1985). The January 1986 supplement found that 950,000 of
these displaced workem were age 55 or older. (See table 6.) Thus, older
workers constituted almost one-fifth of all displaced workers identified
in the supplement.

The tabulation below presents displacement rates for workers in 1984
by age:

A90 Dlepiecerneet rate

TOTAL... . 143
25-34 years . 1.35
35-44 years . 1.54
45-54 years 1.33

55 years and over 1.57

Source Bureau of Labor Staesacs. January 1968 Qtrere Populabon Survey Applentent

These represent the proportion of workers with 3 years of employer
tenure who were displaced from their jobs. That year was chosen be-
cause it was felt to provide the most accurate single-year measure of
displacement of the 5 years recorded in the January 1986 survey-1981
to 1985. 7 (Rates cannot be derived for the entire period, since a 5-year
employment totalthe necessary denominatorcould not be estimat-
ed.) The appropriate denominator in such a calculation would be the
number of employed persons in January 1984 who had at least 3 years

7 The earlier years may understate displacement because of problems of
recall (such events may be reported to have occurred more recently than
they actually did) and the year immediately preceding the survey may be in-
flated because persons who will eventually be recalled to their jobs may at
the time of the survey, perceive their displacement as permanent.
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of tenure. Since employer tenure data were not collected in 1984.

tenure distributions for each age group were taken from a 1983 supple-
ment to the CPS and applied to the 1984 displacement dm. (Applying
the tenure distribution from 1987. the next, and most recent, survey,
provides essentially the same relative displacement rates between age
groups in 1984 as do the 1983 tenure data.)

Table 6. Employment status of displaced workers l by sex and age. January
1986

Sea and age

Percent tiletrIlmbon by employment Maus
Number
(thoir I Not In
sends) Total EmIttnYed I Unemployed I labor

fame

TOTAL
Total. 20 years and over . . 5.130 100 0 66 9 17 8 15.3

20-24 years .... .. .... 222 100 0 69 1 23.2 7.7
25-54 yews .... 3,950 100 0 72 5 18.1 9.4
55-64 years 789 100.0 47 4 17 6 35.0
65 years and over 169 I 100 0 23 4 4.3 72.4

Men
Total. 20 years and ove- 3.321 100 0 70.9 18.6 10 5

20-24 years ... 146 100 0 74 1 20.4 5 5
25-54 years . 2.605 100.0 76 1 19 6 4 4
55-64 years 482 100 0 50.2 15 3 34.5
65 years and Oyer 87 100 0 24 5 6 2 69.3

Women
Total. 20 years and over . 1,810 100 0 59 6 16 2 24 1

2C-24 years 76 100 0 59 6 28 7 11.8
25-5 , years 1.345 100 0 65 7 15.2 19 0
55-64 years . .. 307 100.0 43 1 21.2 35.8
65 years and over 82 100 0 , 22.2 2 2 75.6

,

' Data refer to persons with tenure of 3 years or more who lost or left a job between Januar),
1981 and January 1986 because of plant clomps or moves, slack work, or the atiokshment ol
thew powbons or stalls

Source Bureau ot Labor Stated= January 1986 Current Populebon Survey daplecad worker
supplement

In 1984, workers age 55 and over had displacement rates that were
almost identical to those of workers ages 35 to 44 and slightly above
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those of workers ages 45 to 54. That may seem surprising, in that older
workers are generally perceived as being more insulated from layoff

Table 7. Displaced workers' by reason for lob loss, sex, and age. January
1986

. Percent distribution by reason tor Mb lass

Sex and age , diesteced I

(tamp
sands)

Mani or :

Teem , company I

dosed or
moved

Position orSlack shillwork abolished

TCTAL
Total. 20 years and over .... 5,130

222
100.0 54 7

t

100.0 56.8
31.2 i 14.0
30.4 12.8

3,950 10( 0 52.2 33.8 13.9
789 100 0 65.0 20 5 14 5

65 years vid over . ... .. 169 100.0 64 0 21 0 14.9

Men
Total. 20 years and over.. . 3,321 100.0 53.7 34.5 11.8

20-24 years .. 146 100.0 58.3 32.2 9.5
25-54 years.... ..... ... .. . .. 2.805 100 0 51.3 37.1 11.5
55-fA years 462 100 0 64.4 22.7 12.8
65 years and over .... . 87 100.0 57 0 24.2 18.9

Women
Total. 20 years and over. 1,810 100.0 58.7 25.3 18.0

20-24 years .. ........... 76 100.0 54.0 27.0 19.1

25-54 years 1,345 100.0 53.9 27.5 18.6
55-64 years 307 100 0 65 9 17.0 17 1

65 years and over 82 100 0 71.6 17 7 10.8

g Data Wet to persons wan tenure ot 3 years or more who lost or left a lob boatmen Jemmy
Met and Jemmy 19I6 because of Pod dooms or moves. slack work. or Me abokelment of
Mew positions or Wats.

Source Bureau ol Labor $UM= January ?MI Current Popular:NT Survey daplaced woreW
suageornent

than their younger counterparts. On the other hand, a larger proportion
of the displacement reported by older workers than by younger ones
(in the entire 5-year sample) was the resul of plant closings, events
from which seniority offers no protection. In fact, two-thirds of the
older displaced workers cited plant closings as the cause for their dis-
placement. (See table 7.) Older women, because of their much shorter
average tenure than men, rarely enjoy even the limited protection af-
forded by seniority. Also, declining industries-from which workers are
most likely to be displaced-tend to have an older age profile than
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:96



188

growing industnes. For example, in 1987, la percent of worken in
manufacturing were ages 45 to 54, compared to only 11 and 13 percent,
respectively, in the faster-growing retail and business and repair serv-
ices industries. Thus, their concentration in declining industries puts
&atter workers at a relatively high risk for losing their jobs.

Other measures of displacement. No national survey provides a com-
plete count of job loss; the CPS, for example, limits the count of job
loners to those who are not working but who are actively looking for
work. However, the National Longitudinal Survey (NLS) of Mature
Men has been used by Parnes et al (1977, 1981) to document the extent
of job loss among long-service male workers between 1966 and 1975.
While somewhat old, these data and the authors' analysis are still useful
in the unemployment discussion. Among men who were ages 55 to 69
in 1976, 1 in 14 had lost a job in which he had been employed at least 5
years during the previous 10 years. This represented about half a mil-
lion such men in the population.

Like displaced worker data from the CPS, the NLS data show that
permanent displacement hit men in at: occupational groups, irrespective
of educational background or job tenere. Shapiro and Sandell (1934),
also using NLS data, analyzed all job loves, rather than just those from
long-term service, and found that a disproportionate share of job loss
occurred among workers with short tenure.

Data issues

The Current Populanon Survey and other data sources provide a wide
range of measures of labor market performance of older workers.
Proper analysis of these data, however, requires that their precise con-
cepts and definitions be understood.

By itself. the unemployment rate is clearly not sufficient as a measure
of the relative job market difficulties faced by older and younger work-
ers. Unemployment rates for workers in their fifties and sixties are
much lower than those of workers in their twenties and thirties. This is
partly because o!der workers are less apt to leave a job voluntarily to
search for another. But there is also the question of seniority. Many an-
alysts believe that older workers who have seniority are protected
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against job loss. Such a line of reasoning, however, assumes that job
loss is less likely for older workers than for younger onesa conclusion
that cannot be made from unemployment statistics. Unemployment is a
better proxy for job loss for other groupsmen in their thirties and for-
ties, for example. This is largely because many older job losers avoid
unemployment by withdrawing from the labor force, an option not fea-
sible for most younger workers. While unemployment statistics are an
excellent measure of job search activityexactly what they are de-
signed to betheir use for other purposes is limited. Other measures of
labor market problems, mentioned earlier, are similarly limited in that
intergroup differences are often difficult to interpret.

The best data currently available on job loss of workers of different
agesthose obtained from several supplements to the Current Popula-
tion Survey on permanent displacementindicate 'hat older workers
may suffer nearly as much job loss as younger ones. This suggests that
other factors may offset any aduantages seniority provides to older
workers. These data on displacement are collected infrequently, they
only count certain types of job loss, and their 5-year retrospective
nature presents some technical problems.

The most important longitudinal data base for this type of analysis
the National Longitudinal Survey (NLS)was specifically designed to
measure many of the labor market problems experienced by older
workers. It permits analysis of problems as individuals age, but does not
permit comparison of labor market problems of survey participants
with those of workers in other age groups. Furthermore, the NLS
panels on mature men were discontinued in the early 1580's, leaving
only information on labor market developments of a younger group of
women. The biggest advantage of longitudinal panel surveys is that, by
following the same people over an extended period of time, they can be
used to examine the outcomes, such as changes in earnings or labor
force status, of various labor market events experienced by individuals.
For that purpose, the NLS data are utilized extensively in this report
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Outcomes of Unemployment and Displacement
What happens to older workers when they lose a job or become unem-
ployed"' With younger workers, the eventual outcome of unemployment
is usually employment Particularly among men in the central ages of
25 to 54, few have resources that allow them to spend an extended
period of time out of the labor force. The receipt of unemployment in-
surance may allow workers to finance job search for some period of
time, but eventuall), the vast majority of these workers will find em-
ployment.

For older workers. the scenario may be very different. As shown in
table 8. the probabilities of an unemployed person leaving the labor
force increase sharply around retirement age. Fully 43 percent of both
unemployed men and women age 65 and over, for example, were not in
the labor force after being unemployed the previous month. This com-
pared with onl) II percent of the men between the ages of 25 and 54.
In addition, the probability of finding a job tends to be lower for old:./
workers than for younger ones. (See footnote 6.)

Table B. Labor force status in current month of persons unemployed in
prevrous month by sex and age, 1987 annual averages

(Percent destnbution)

Sex end age Total i Employed . Unemployed
Not in
blew
tom

Men
25-54 years 100 0 29 1 80 0 10 9
55-59 years 100 0 23 6 62 4 14 0
60-64 years 100 0 17 3 55 8 26 9
65 years and over 100 0 19 1 38 3 42 6

Women
25-54 years 100 0 24 0 51 1 24 8
55-59 years 100.0 21 6 51 5 26 8
60-64 years 100 0 20.6 46 0 34 9
65 years and over 100 0 14 3 39.3 42 9

Source Bureau ol Labor Stateacs Current PoOokdoo Sow,' Vow Rom dant
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Duration of usentployment

One of the most important issues related to job loss is the amount of
time persons spend unemployed when they do look for work. That
older job losers have longer durations of unemployment than do young-
er ones is usually considered a truism. For example, a National Com-
mission for Employment Policy (1985) report stated: "While persons
over 45 have the lowest unemployment rates. when they do lose their
jobs they take longer to find new onesat least up to age 60, when
retirement rather than continued job search becomes a standard
option." The data presented here suggest that, while that statement
might be true, the evidence is ambiguous.

Recent data on duration of unemployment for workers of various
ages come directly, or can be denved. from a number of sources, in-
cluding: I) the regular monthly CPS. 2) the CPS gross (lows data. 3)
the work expenence supplement to the CPS. and 4) the Survey of
Income and Program Participation (SIPP). Each of these data sources
allows for the estimation of duration of unemployment: hciwever, the
findings regarding age differences are often unclear or even contradic-
tory Although the discussion that followt is sotrcwhat lengthy, it is
warranted since a basic premisethe positive relationship between age
and duration or unemploymentand its interpretation are in question.

The monthly CPS. The most often used data on duration of unemploy-
ment for persons of various age groups are the only regularly published
data on that topic, which come from the monthly CPS. As shown in
table 9. these data indicate a steadily rising median duration of unem-
ployment with age, up until age 65. Durations among workers age 65
and older are held (or brought) down by the high probability of job-
seekers that age ending their search by leaving the labor force.

These CPS data refer to the amount of time that persons who are
currently unemployed have been looking for work. Thus. they do not
measure the length of a completed spell of unemployment: rather. they
measure the current kngth of an in-progress spell. Such data may tell
little about the eventual length of a completed spell.

Gross flows. CPS gross flows data can be used to estimate the duration
of a completed spell of unemployment. Since these d.ita match the
labor force status of individuals in consecutive months. the probabilities
of a person vho vsas unemployed in a given month ending that spell of
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Table 9. Median duration of m-progress spells of unemployment by sex and
age. 1987 annual averages

(k n weeks)

ACP Mon Women

16-19 years 4 4 40
20-24 years .... ...... 63 4.6
25-34 years... 84 61
35-44 years .... 108 68

124 73
55-64 years 132 79
85 years and OM 81 65

Source Buteau of Labor Staisbes, Current Population Survey

unemployment by the next month can be estimated. as was done in
tables 4 and 8. The technique used to convert these probabilities into
estimates of the duration of a completed spell of unemployment is de-
scribed in the appendix.

Table 10 provides estimates of the expected duration in weeks of a
completed spell of unemployment for workers in various age groups.
The results indicate that, unlike in the basic CPS data, duration may
not go up with age; in fact, in 1987, durations for men were flat
through age 59 and declined thereafter. Using this technique, Rones
(1983) found that over the entire 1968-81 period, men age 60 and over
had an estimated duration of a completed spell of unemployment that
was about I week shorter than that for men ages 25 to 44.

But the CPS gross flows data in table 8 also show that many older
jobseekers end their job search without finding work. In fact, for men
in the oldest age groups and for women of all ages. more spells of un-
employment are ended in labor force withdrawal than in employment.
In this calculation, such labor force withdrawal serves to lower the ex-
pected durations of unemployment for older workers relative to young .
er ones.

What would happen if this calculation were limited to those who ac-
tually went from unemployment to employment? Table 10 also presents
an estimate of the expected duration of a completed spell of unemploy-
ment that is limited to those who find a job. Since the likelihood of
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Table :.. Expected duration of a completed spell of unemployment and a
s.::essfully completed spell by sex and age, 1987 annual wawa

Expeseed Om Sea Mt woes)

Sex and sae
Camp Mild spell
el tmeardiepatutt

lkoMeskly
asedieled apell

et
INUNMOSINtleal

Men
25-34 yea's . 10.3 12.4
35-44 yea-s 11.2 13.5
45-54 yeirs 11.5 14.9
55-59 years 11.4 15.7
60-64 years 9.7 182
65 years aid over 7.0 12.9

Women
25-34 years 8.7 13.5
35-44 years 8.9 13.5
45-54 year.. 8.7 13.2
55-59 years 8.9 14.5
60-64 years 7.7 13.9
65 years and over 7.5 16.1

Expected durabon tor epees ming m employment.

Savor Bureau of Labor Stitaabca Cum* Population Survey gross flows data

going from unemployed to employed is lower for older male jobseekers
than for younger ones, the,expected durations of successfully completed
spells are higher for the older groups. This finding, then, supports the
contention that older jobseekers may take longer to find a job, though
it is not clear to what extent this is related to employers', or to jobseek-
ers', preferences or behavior. The relatively short durations of uncut-
ployment for men age 65 and over might suggest that they have an
easier time finding employment (the part-time jobs for which they look
may be more plentiful than the full-time ones sought by younger work-
ers). On the other hand, it may mean that an individual's job search be-
havior and alternatives to employment may be as important as employ-
ers' preferences in determining the outcome of unemployment.

The CPS work experience supplement. Each March, the CPS includes a
series of supplemental questior on labor force activity during the pre-
vious calendar year--including weeks employed, weeks unemployed,
and weeks out of the labor force. Unemployment may involve more
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than one spell, and older and younger persons with unemployment are
about equally likely to have had more than one jobless spell. As shown
in table 11, for the recessionary year 1982 and for 1987, there were not
large differences in the number of weeks of unemployment across the
age spectrum, although the medians are highest for SS-to 64-year-olds.
In fact, in either measure-the median time unemployed or the percent
unemployed 15 weeks or more-few differences exist between age
groups.

'l able 11. Median weeks of unemployment and percent unemployed 15
weeks or more by sex and age. 1982 and 1987

Sex mu age

.

:

Median weeks ot
unemployment
experienced

Perm*
imamployed 11
"make Of MON

1 1962 1147 12112 MIT

Men f25-34 years 17 3 14.8 53.0 45.7
35-44 years 17.5 14.5 52.7 448
45-54 years . 17.1 15 9 51.1 48.6
55-64 years . 17.9 17 1 52.5 51.4
65 years and over 17.7 14 6 54.6 46.2

Women
25-34 years .... ..... ........ . 11.9 11.3 44.5 5.: 2
35-44 years . 14.1 12.2 44.5 30.7
45-54 years . ... .. .... ...... .. 14.6 13.9 45.3 42 0
55-64 years 17.1 , 14.4 47 7 44.7
65 years and over 14.4 ' 12 4 45.2 41.4

Soma Bureau of Labor Statistics. March 1983 and 198 CPS wog* expentinat supplements

Survey of Income and Program Participation (SIPP). Data from the
SIPP were used to estimate the length of a completed spell of unem-
ployment for workers whose entire spell of unemployment took place
within the (Toughly) 1 year covered by the available data. 8 (Spells that

' Unemployment spells can be interrupted by short spells of employment
or periods out of the labor force lasting no more than a few weeks at a time.

Contimed
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had started Flo: ti-: rdr or had continued bexond it were
not counted because f,, .enz : of those spells could not be calcu-
lated.) In line ssith thz.. CP sc experience data. there seems to be
little relationship bet %seta a:: an.; z.:ration of job search, although, for
men. durations are slichtb higher l'iove age 55. (See table 12. Note
that these data are in month:, eeks, as in the CPS measures.) In
addition, there appears to iv nc ..:..fference whether one looks ai all
completed spells or just thew: ended in employment. This implies
that spells ending in labor force 14-.-:rldrawal tend to last just as long as
those ending in employment.

Persons who drop out of the lar.or force without finding a job are
different from those %ha persevere in their job search until they rmd
employment. As reported b) Fraker 11983) in his analysis of Retirement
History Survey data from the earl; 1970's, persons who drop out tend
to be those with prospects for the lowest wages or those with the
greatest amounts of nonwage incc:ne. Those who find employment
either have the best prospects (whi:h would give them a shorter dura-
tion) or the most need (a case could be made for this resulting in either
a long or short average duration of unemployment).

The SIPP data suggest that, on average, older workers take about the
same amount of time to find a job as younger ones, a finding which
conflicts with the CPS gross flows data. But are the SIPP findinp rea-
sonable? Many observers interpret differences in duration of unemploy-
ment among age groups as reflecting primarily (or exclusively) the
demand for younger, rather than older, workers. However, the data in-
dicating that duration of unemployment may not be any longer for
older than for younger workers suggest that other factors must also be
influential. (The gross hows data also suggest this, as discussed in that
section.) In fact, supply factors may be just as important. On average,
an older jobseeker is likely to have more financial assets* (Avery et al,

The 1983-84 SIPP longitudinal research file is a preliminary file produced by
the Census Bureau on a limited basis to stimulate research that might im-
prove understanding and analysis of longitudinal data from the SIPP. Esti.
mates produced from the file and findings based on those estimates should be
regarded as tentative

According to the Survey of Consumer Finances (Avery et al, 1984) both
older labor force participants and retirees over the age of 55 have consider-
ably higher mean and median kvels of financial assets than do younger per-
sons. These data do not, however, distinguish between unemployed and em-
ployed labor force participants
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1984i, fewer financial responsibilities " (U.S. Ihreau of the Census,
1988), and more nonwage income than a young..-r unemployed person.
For some older persons, these factors may make retirement possible, al-
lowing for an aborted job search. For others, these same factors may
prolong the job searoh, as older persons may be able to abscrb the costs
of sn extended of unemployment. As a result, it is difficult to
determine what durations of unemployment mean for groups who not
only face different job market offers, but who also have different work
and nonwork options.

Thus, the data on duration of unemployment may not provide a
useful indication of how difficult it is for rasons of various ages to find

ork. Duration of unemployment measures how long people (who may
have very different job market motivations) have been looking for a
job, or how long they take to find one. The notion that older workers
have a harder time finding a job than do younger ones, while quite pos-
sibly true, is not dearly supported empirically.

Displacement

What happens to older workers who can be specifically identified as
having lost their jobs? The 1986 CPS displaced worker survey (men-
tioned earlier) showed that older displaced workers were less likely to
be reemployed and far more likely to be out of the labor force than
were their younger counterparts. Those 55-to 64 years old were about
as likely as all displaced workers to be measured as unemployed, but
those 65 years or older were very much less likely to be. (See table 6.)

Among unemployed aisplaced workers, almost 30 percent of those 25
to 54 years of age reported that they were on layoffan indication that
the worker perceived some probability of recall. Only 21 percent of
older displaced workers (both sexes combmed) were classified as on
layoff--not surprising when such a large proportion (two-thirds) were
victirus of plant closings (See table 13.)

'° Acrording to the Census Bureau (1988), 4 of 5 "householders' ages 25
to 44 live in fam.lies with related children under the age of 18. Only a third
of thos,.. ages 45 to 64 have dependent children, as do only 6 percent of
householders age 65 and over

27

0

'



202

Table 12. Median duration of completed spells of unemployment m 1984 by
sex and age

Sex and agp

,..M.IMOB

Modem limas* an ragnahei
,---

cwomed Ilemeemally
sow a mmaisted opal

MunseneMymen1 memPleMple

Men
25-34 years 3.3 3.3
35-44 years 3.4 3.4
45-54 years . 3.3 3.4
55-61 years 4 1 3.9
62-64 years. . 3 7 3.8
65 years and over 4 0 3.4

Women
25-34 years 3 1 3.1
35-44 years 3 4 3.5
45-54 years 3.3 32
55-61 years 2.7 2.8
62-64 years 3.5 2.7
65 years and over 2.8 2.5

Source U S Bureau o I the Genoa Special No im Strew ol Inca*, end Frown,
Pereceonon. (See loorwe 51

Among persons who were no longer in the labor force, the Tenon
for nonparticipation differed by age. Older displaced workers reported,
at a rate almost tripk that of their younger counterparts, that the
reason they were not currently loot"- 3 for a job was that they thought
it would be impossibk to find one. That is, 17 percent of older displa-
cees who were out of the labor force were discouraged workers, com-
pared to only about 6 percent in the central-age group. Those most
likely to be discouraged about the prospects of finding work were 55-to
64-year-olds.

Even among the reemployed, the impact of displacement is often
severe for older workers. Among those who had lost full-time wage
and salary jobs and who subsequently found full-time work, older per-
sons were more likely than others to have suffered a 20-percent or
greater loss in earnings relative to those in their previous job. Also,
they were less likely to be earning more dour they had been before dis-
placement. (See table 14.)

Podgursky and Swaim (1987), using January 1984 displacement data,
also found that, on average persons with long tenure on their lost job
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Table 13. Percent distribution nl unemployed displaced workers by reason for
unemployment, sex, and age, January 1986 ,

Se. and age
Total
unem-
Moyed

.fie Were Joe
leaven

i animas
. On moon other

Men
25-54 years 100 0 i 30 2 60.8 3 9 5.1
55 years and over 100 0 i 26 3 62.5 2 5 8.8

Women
25-54 years . 100 0 26.3 55 6 4.9 132
55 years and over .. 100 0 15 2 75 8 0.0 9 1

Same BUfeae of Lebo* Statistics. Amery 1906 Current Populabon Survey displaced weer
supplement

often had the most substantial earnings losses. Among employees with
many years of tenure, earnings losses were greatest for men in blue-
collar jobs, particularly for those in higher wage factory jnbs.

Women accounted for slightly more than 40 percent of the displace-
ment of older workers measured in the January 1986 CPS survey. One
factor that increases v.omen's vulnerability to such permanent job loss
is their concentration in manufacturing industries that have been par-
ticularly hard hit by foreign competition. In 1987, women accounted
for 33 percent of employment in all manufacturing industries, but 78
percent in apparel (and other textile products), SS percent in leather
and leather products, and 48 percent in textile mill products. While
nearly 7 in 10 displaced workers in all industries were working as of
the survey date, only 5 in 10 formerly employed in apparel and textiles
had found jobs. Fully 30 percent of workers displaced from those in-
dustries were out of the labor force.

Using NLS data on women who were ages 45 to 59 in 1982, Gagen
(1987) found that "job loss led to an increase in women's unemploy-
ment and to their leasing the labc,' .`.m.ce, suggesting underutilization as
well as reduced labor supply are the legacies of displacement for
women (p. 170)." Wage d.nrioration is a problem for all groups of dis-
placed workers, although perhaps less so for women than for men.
Older women tend to have less employer and occupational tenure than
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do their male counterparts, and. hence, probably lose less in terms of
firm or occupation-specific human capital. Also, because women's earn-
ings in general are quite low, there is less room for wage erosion to
occur. " In the same study, Gagen also found, not surprisingly, that
women with relatively high wages before displacement were much
more likely to suffer wage declines than were women with :ow predis-
placement wages.

Although frequently cited as a severe problem for older workers.
changes in occupation subsequent to displacement occur slightly less
often among older workers than among workers ages 25 to 54. Nearly
half of reemployed displaced workers in both gioups were in jobs at
least broadly similar to their old vocations. On the other hand, because
fewer oldet displacees actually return to work (perhaps many withdrew
from the labor force rather than accept such an occupational down-
grade), the proportion -of all displaced workers employed in their old
profession is lower among older persons. Parnes et al (1981), in their
analysis of the NLS cohort of middle-aged and older men, found that
job losers in that sample eid experience a slide down the occupational
ladder. About 45 percent of the displaced workers were in jobs of
lower status in 1976 than in 1966, compared with 26 percent of a con-
trol group of nondisplaced workers. Similarly, the average hourly earn-
ings of displaced workers in 1976 were one-fifth below those for the
control group.

As was the MC for all displaced workers identified in the CPS sup-
plement, just under two-thirds of older workets who lost jobs received
unemployment insurance benefits. However, older workers more fre-
quently reported long-term (27 weeks or more) receipt of unemploy-
ment benefits and were less likely to move to another city or county in
search of a new job.

Pensions or Social Security provided some cushion against more
severe hardships for many displaced older workers. As shown in table
15, just under one-half of all displaced workers age 55 years and over
received a pension, Social Secunty benefits, or some combination of
both. Unemployed persons were those most likely to be without such
benefits; their continued job search was, by implication, a reflection of
their lack of alternative sources of income. Over three-quarters of dis-

" The data shown in table 14 may understate this effect Among women
who are shown to have experienced earnings losses of 20 percont or more,
losses may be more concentrated around that 20-percent mark than they are
for men
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Toole 14. Percent distrbution of dispisced workers who lost full-time wage
and salary jobs between January 1961 and 1966, and who were reemployed
m January 1966, by ewnings at new job, sex, and age

Wm and op

Ilseneloyed fultiete crape awe Wary Ole

Eandeas relseve Is bet jab

,
tool

Iltietv is
Toni wawa but above. percent

er wattle Yet er
mate 10 ithin wore
beim percent tit above

penmen

TOTAL
25-54 years 100.0 29.6 13.5 ' 264 , 30 6
55 years and OVEN 100.0 38 0 20.0 24 9 17 1

Mtn
25-54 years 100.0 31.3 12.9 26.0 29.8
55 yews and over 100.0 42.3 17.8 27.8 12.3

Women
25-54 years 100.0 25.0 15.2 27.3 32.6
55 years and ever 100.0 29.3 244 19.5 28 8

Soars Bureau of Labor Stabsacs. January reed Current Papule:too Stswy dapiaced worker
supplaroant

placed older workers who left the work force had some pension and/or
Social Security income. Even among the currently employed, about a
third of older displaced workers received pensions or Social Security
benefits or, infrequently, both. In contrast. virtually none of the dis-
placed workers ages 25 to 54 years receive( retirement benefits.

In summal y, the limited information available on the subject suggests
that cr.;placement from a job, and particularly a career, often has very
serious long-term effects on workers' economic security. While many
quickly recover 'oy promptly acquiring another job at comparable
wages, many others experience extended periods of unemployment, find
jobs in new occupations in which their earning power is greatly re-
duced, or even -.ithdraw from the labor force. From one point of
view, older workers are most negatively affected by displacement, be-
cause they rarely have the opportunity to recoup the associated losses.
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Thus, displacement late in ones worklite often has a permanent nega-
tive economic effect.

The outcomes of older workers' displacement appear, in general, to
be worse than those of younger job losers. Older workers are more
likely than young ones to leave the labor force and to cite labor market
discouragement as their reason for not looking for work. For some,
however, such labor force withdrawal, when accompanied by pension
resources, is a "luxury" not available to younger job losers. Still,
having the retirement option does not indicate that an individual has
been spared serious negative consequences of losing a job. Pension
amounts for those workers probably provide only a fraction of predis-
placement earnings.

Researchers have stressed that retirement, particularly when coupled
with some form of pension receipt, provides a socially acceptable way
for some workers to deal with problems of chronic unemployment
(Bould, 1980; and Griffith, 1984). They stress that policies related to re-
tirement prior to age 65 should take into account the role of unemploy-
ment in pushing workers out of the labor force into early retirement.

Table 15. Penient distribution of pension receipt of displaced and
nondisplaced workers by labor force status and age, January 1986

Age and pension status
Total Employed Unemployed

: 1:11 I 0* I 0' I N* 0,

25-M yews : 100 I 100 100 I 100 100
I

1Pension, no Social Security 2 ! 2 2 , 1 3
Social Security, no pension ... 1 , 2 (1) 1 1

Both (1) (1) , (1) (1) (1)
Neither .. ... . . 97 96 96 98 96

55 years end over 100 100 I 100 I 100 100
IPension. no Social Security 17 6 17 7 10

Social Security, no pension . 18 42 12 16 6
Both . .. 13 20 3 5 ' 3
Neither 52 33 BB 72 I 82'''''

Not In
labor
Woe

012

100 100 100

1 41 3

2 1 8

(1) I (1) 1

98 95 89

100 100 100

9 1 20 5

19 28 53
5 28 26

67 1 24 18

' Daplaced
*Nantleplaced
(1) Less then 0.5 percent

Source Bureau of Labor Samos, Amery 1901 Current Popflabon Surmy creplaced meter
Acceontent
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When they do find jobs, older workers are more likely to end up in
part-time employment than are younger ones. Given the higher inci-
dence of voluntary part-time work among older persons in general,
however, this outcome is difficult to interpret When reemployed at
full-time jobs, older workers are more likely to have experienced wage
losses, reflecting the higher levels of firm-specific human capital they
lose due to displacement. Low wages of women in general probably
make wage loss less of an issue for older women than for men, but dis-
placed older women are those most likely to withdraw from the labor
force entirely.

Effects of recessions

Much of the information thus far in this report has related to recent
events and developments in the work forceevents that have occurred
during an unusually long period of economic expansion. Evidence sug-
gests, however, that the incidence and severity of labor market prob-
lems experienced by older workers increase considerably in recessions.

Unemployment and displacement increase for all groups during reces-
sionary periods. Older workers' unemployment tends to rise at a slower
rate than that of central-age workers (see table 16), although it is not
clear whether the same can be said for job loss. For those older work-
ers who do experience unemployment or job loss during recessions, the
outcomes are often quite severe. As evidence, Shapiro and Sandell
(1984), using National Longitudinal Survey data for older men, found
that the national unemployment rate had a profound effect on their
probabilities of labor force withdrawal and on the duration of unem-
ployment for those who chose to look for work. (I)uration of unem-
ployment. of course, rises for all groups during a recession.) Likewise,
while they found little or no earnings reductions for reemployed job
losers during the period of very low unemployment in the late 1960's,
losses averaged about 6 percent for persons who lost their jobs during
the 1970's. 13

I I This calculation does not include earnings losses for the period without
work, or for persons who were unable to find a job.
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Table 16. Percent increase in the number of unemployed persons during
various recessions, by age

898
Plecearliens '

1N9-79 11173-7i 11190-99

20-24 yews .... ........ . ..... ... .. 118 102 118
25-54 years 107 128 145
55 years and over 97 0

The peaks and troughs m unempWment (seasonally Waisted quenedy averages) tor each age
group were used rather than the oth peaks and troughs as designated by the Nabonal Bureau
of Economic Resswili

2 The period from early 1980 to tate 1962 a treated ass single recession rather than as twoseparate ones

Source Bureau of Labor Stabs Om Current Popuiabon Surto),

While other researchers have measured the effects of unemployment
on labor force withdrawal (Bould, 1980 and Griffith, 1984), they do not
compare that phenomenon over the business cycle. It can be inferred,
however, that, if older individuals who experience unemployment have
a high probability of retinng, then such a phenomenon occurs more fre-
quently in recessions, when more people are unemployed.
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Special Problems of Older Women

Labor market reeitry

Interest in labor market reentry by middle-aged and older women has
increased in recent years. Key questions include: Why do women leave
tbe labor force and why do they return? What happens to women who
seek employment after a period of absence from the labor force? How
many experience unemployment? What types of job offers are avail-
able? What kind of wages do they obtain? What barriers do they face
to reemployment?

Women leave the labor force for many reasons. While rearing chil-
dren is most frequently cited, many leave to care for ailing or elderly
family members or to move from one geographic location to another
often to accommodate a spouse's employment transfer (Shaw, 1988).
Similarly, women enter the labor force for diverse reasons. While some
seek employment primarily to gain personal satisfaction, most enter out
of economic necessityoften in response to widowhood or to separa-
tion and divorce. A husband's low earnings, disability, or unemploy-
ment can also precipitate women's labor market reentry.

Because understanding women's labor market exit and reentry behav-
ior requires that individuals be followed over an extended period of
time, the most useful data come from the National Longitudinal Survey
(NLS). One of the groups surveyed in the various NLS panels was the
mature women's cohort, who were ages 30 to 44 in 1967 and were be-
tween 50 and 64 when last interviewed in 1987.

Evidence from the NLS points to a tremendous variation in these
women's workhfe patterns and indicates that as many as two-thirds may
have experienced reentry. Shaw (1986) found that among NLS re-
spondents, only 20 percent of women had worked continuously (26
weeks or more each year) from 1967 to 1982, while an even smaller
proportion, 13 percent, had no work experience at all. The remaining
67 percent exhibited various patterns of labor force entry, withdrawal,
and/or reentry.

Labor force reentry rates of aduh women have risen substantially in
recent yearsthat is, those out of the labor force are more likely to
seek employment than they were in the past. According to the CPS
gross flows data, in 1970, 6.1 percent of all women in their late thirties
and early forties who were out of the labor force in an average month
had entered by the following month. By 1987, that rate had increased
to 10.4 percent. This measure of labor force reentry also increased for
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m omen in their Inc forties and fifties, but declined slightly for those
age (10 and ever

It is important to note that the experiences of members of the NLS
mature women's cohort may be unique to their generation. These
%%omen first entered the labor force in the 1940's and 1950's, when most
women were not usually expected or encouraged to work. Marital
status often determined their work activity, and women reentering the
labor force had a wide range of employment experiences. Also, black
women were much more likely to have worked than were white
women

In the future. reentrant% will have had more work experience than
those before them Women in their twenties and thirties today Save a
much stronger mork attachment than did their mothers or grandmoth-
ers when they mere that age: in 1987, 7 in 10 women between the ages
of 25 and 34 mere in the labor force twice the proportion three dec-
ades earlier Also, in the future. vanations by marital status and race
will be much les% dramatic (Herz. 1988).

Unemployment among reentrants. In 1987, more than a third of all
female jobseekers age 45 and older reported that they were entering the
labor force (primarily as reentrants but also a few as first-timers). This
is more than twice the proportion of entrants among unemployed men.
In an average week. roughly 180.003 women age 45 and over were un-
employed entrants

While it is often assumed that labor force reentry necessarily involves
unemplo)ment. research using the NLS found that on' about a third
of female reentrants in 1972 experienced a period of unemployment
before finding a Job (Jones. 1983) Most moved directly into employ-
ment from out of the labor forceperhaps by being offered a Job
through ft lends or other contacts, or by returning to a previous job. In
general. the femer years of work experience and education a woman
had completed. the greater were her chances of being unemployed at
reent r)

Unfortunatel. the women most likely to experience unemployment
tend to be those with the fewest resources to finance a job search.
Women who are reentering the work force after divorce or their hus-
band's denth, for example, often do not have recent work experience
(some do not have any) and may lack the money needed to support
themselves or their children during a prolonged job search.

36



211

IfUges at reentry The wages of reentrants may be lower than ihose
of continuous workers for a number of reasons. First, women who take
time out of the labor force lose work experiencewhich generally
leads to higher earnings. Second, workers may suffer some degree of
"skill depreciation," making them less attractive to employers even in
their old occupations. And third, leaving the labor force ceases the ac-
crual of firm-specific human capital. In other wc Is, in a new job, a
worker is often "starting over."

Estimates of wage loss at reentry have varied widely. Applebaum
(1981) found that years of schooling completed, post-schooi investments
in human capital (especially completing a training program), and types
of jobs held prior to leaving the labor force all affected the level of
wages and prestige of jobs women held after reentry.

The effect of skill depreciation may be minimal. Most studies have
found that when female reentrants are paid less at a new job than they
were before they left the labor force, they quickly catch up (Shaw,
1982 and 1983). The fact that many women earn very low wages both
prior to leaving the labor force and again upon reentrance in licams
that the widespread employment of women, especially older women, in
low-wage jobs, is probably of greater concern than is wage loss due to
reent ry.

Low-wage employment and occupational segregation

Job search is often defined as successful if a job is found, although even
such success may leave women on the economic margin. As table 17
illustrates, in 1987, women age 16 and over who worked full time and
year round had median annual earnings of 517,047, 65 percent of men's
(526,3I2). Earnings were highest for women in the 35 to 44 age group,
at 519,319, but were still well below those for men the same ages.

Older women earned even less than women in the central age
groupthose in their late fifties or early sixties earned 516,721, and
those 65 or older, 515,200. Furthermore, these full-time, year-round
earnings were higher than those received by the average older woman
worker, as most over age 61 worked either part time, part year, or
both.
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Table 17. Median annual earnings of year-round full-time wOrkers by sex an':
ape 1987

BothAge sexes Men Women

16 years and over 521.823 :26,312 :17.04'
16-24 years . 13.143 13.996 12.591
25-34 years 20.753 23.603 17,237
35-44 years ... 25.545 30.514 19.319
45-54 years . 25.657 32.397 18.356
55-64 years. . . 23.959 30.031 16.721
65 years and over 19.418 25.382 15.200

Source Bureau or Labor Stardhcs March 1988 current Popu1ahon Survey mane st.coernere

Recent media attention has focused on movement Into nontraditional
jobs, yet women are still concentrated in a few low-paying occupations
Fully half of women in their late twenties and early thirties, and 6 of 10
of those age 55 and older. are currently employed in three trachtionall)
female job categoriesretail sales, administrative support (Including
clerical), and services (Herz, 1988). These jobs are often low-skilled and
pay wages that are well below average. In 1987. the median earnings of
all year-round, full-time workers in retail sales were $12,508: in adminis-
trative support. $17,207; and in services, $13,571. In contrast, the na-
tional average for all occupations was $21,680. Pnvate household jobs.
in which older black women predominate, paid only 56,955about
equal to the annualized minimum wage. Thus, for many women, the
best possible job search outcomefinding a jobprovides only a mar-
ginal level of economic security.

Several explanations have been offered for women's occupational
segregation and low wages Human capital explanations stress the im-
portance of educational levels and work experience. These supply-side
explanations also suggest that some women may only be willing to take
jobr that are compatible with home responsibilities, such as in services
and education. Demand-side explanations usually stress discrimination,
such as in hiring and promotion policies (Roos and Reskin. 1984).

From a human capital standpoint, older women are probably at the
greatest disadvantage in the labor market; on average, they have less
experience than men and less education than both men and younger
women. In 1987, as table 18 illustrates, 4 in 10 women age 55 or older
had not completed high school, compared to only 1 in 10 women be-
tween ages 25 and 34. Only 9 percent of older women had completed 4
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or more years of college; this compared with 16 percent of men age 55
and older and 22 percent of young (25 to 34) women. Educational at-
tainment was especially low among black women age 55 or older, with
fully 66 percent having less than a high school education.

Table 18. Educational attainment of the arlabon by sex and selected ages,
March 1

(Aware didelfulded

Men Women

Yam of school completed 25-34
years

25-34
.1.11:11: ...

TOTAL . 100.0 100.0 100.0

WO school:
Less than 4 years 14.9 40.7 12.5

4 years 40.3 31.6 42.9

College:
1 to 3 years 19.8 11.2 22.1

4 years or more 25.0 18 4 22 4

Source Burma of Labor Stalakcs, March Ina Oman( Papulabon Survey

:sir:
100 0

39.9
39.2

11.5
9 4

Explanations for women's occupational segregation also focus on em-
ployers' preferencessuch as for a homogeneous work forceand on
formal and informal policies that discriminate on the basis of sex. Even
policies that are not intended to be discriminatory, such as promotions
based on seniority and preferences for veterans, often work against the
advancement of women. Also, jobs held by white men are most likely
to provide training, which results in their career advancement (Hoff-
man, 1981). Hence, their employment in low-wage jobs is often only
temporary. The jobs held by women (and black men), in contrast, often
lack such training opportunities; and career advancement is frequently
more lateral than upward, locking workers into relatively low-paid em-
ployment (Roos and Reskin, 1984).

The estent of sex discrimination is extremely difficult to measure, al-
though it is clear that women currently in their forties, fifties, and six-
ties have experienced more overt sex discrimination than other groups.
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Prior to the passage of the Civil Rights Act of 1964. employers could
advertise positIons under sex-labeled classifications. Also. Title VII of
the Act made illegal protective labor laws that limited the types of jobs
women could hold and the number of hours they could work (National
Research Council, 1986, chapter 3). Still, despite legal protections
against sex discnminatio,,, researchers have found little decline in occu-
pational segregation in recent years; what small changes have occurred
have been limited to young women (National Research Council, 1986,
chapter 2).

Older women may also be subject to age discrimination, particularly
in hiring. A study of age discrimination cases filed under the Age Dis-
crimination in Employment Act found that lawsuits filed by older
women were most often for discrimination in hiring and promotion,
while older men cited involuntary retirement or termination more often
(McConnell, 1983). This reflects the fact that older women are much
more likely than older men to be out of the labor force, and,,hence, to
be subject to hiring discrimination. Informal networks and employers'
contact systems used in hiring are likely to exclude older women, who
have often been cut of the labor force for several years and who may
have had only minimal work experience. Finally, promotion systems
that favor long-service workers are not helpful to middle-aged or older
women who have had fewer years of work experience or have changed
employers upon returning to the labor force. (See chapter 3 for a fur-
ther discussion of age discrimination.)
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CHAPTER 3.
Institutional Impediments to Employment of Older

Workers
Much of the discussion of job market problems presented in tbis report
relates to workers who hve lost a job in which they had some career
investment. Most workers, however, end their careers by re' dving any
expected pension benefits at the expected time and retiring. And, as
often reported, the age of retirement has fallen steadily. Early retire-
menta term often used to describe retirement that occurs before the
age of 65has become the norm. In fact, almost 4 of every 5 workers
who obtained their initial awards for Social Security benefits in 19116
were between the ages of 62 and 64, and the vast majority were 62
(Social Security Administration, 1987). Similarly, BLS data show that,
by age 62, almost half of all men are compktely out of tbe labor force
(they are neither working nor looking for work) and by age 64, three-
fifths are "retired" by that definition.

The majority of retirements are abrupt, largely reflecting tbe attrac-
tiveness of retirement to many who have worked since very young
ages. Still, a sizable share of workers prior to retirement age indicate
that they would prefer a phased retirement. Harris (1981), for eumple,
found that 36 percent of workers age 55 and over said tht they would
prefer to retire gradually as opposed to stopping work completely. Jon-
drow et al (1987) also cite a number of studies that report workers'
preference for phased retirement. A common finding is that the ms,jori-
ty of workers who say that they would like to work part time beyond
their normal retirement age want to remain in either their same line of
work or with the same employer. Workers quite accurately perceive
that their value to their current employer is much greater than it would
be to a new one, particularly in a new occupation. Also, like most
workers, they are probably more comfortable with their current em-
ployer than they would be with a new one. In fact, while relatively few
Social Security beneficiaries work, among those employed part time,
more than half of women and a third of mei had stayed with the same
employer (lams, 1987).

Many of those who would prefer to have a phased retirement do not
have that oppor unity, either because of unanticipated events, such as a
disability or illness or a change in family responsibilities, or because of
employers' preferences and pension rules that make such hours reduc-
tions impractical. This chapter discusses various institutional disincen-
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oyes to work at older ages It is divided into three sections: 1) the
impact of Social Secunty regulations and pension policies on work ac-
tivity, 2) the market for part-time jobs after retirement; and 3) age dis-
cnmination
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Social Security Regulations and
Pension Plan Provisions
A worker is unlikely to postpone retirement, or to work after retire-
tr it, if it makes little or no financial sense to do so. Since private and
public pension regulations and policies often disallow or penalise work
put a certain age, persons who might work under different rules do not
do so under those in effect. While Social Security regulations have been
modified in recent years to eliminate some of the built-in disincentives
to employment, private pensions have trended in the other direction,
making early retirement increasbigly attractive. How do such rules and
regulations influence workers' decisions on whether or not and how
much to work?

Social Security

By the late 1970's, it had become apparent that the Social Security
system would be facing serious fmancial difficulties in the 1980's and
beyond. Expenditures of the Old Age, Survivors, and Disability Insur-
ance (OASDI) program had exceeded revenues since 1975. The pro-
gram needed approximately S150-5200 billion to continue to be finan-
cially viable through the 1980's, and deficits over the next 75 years
were estimated at 1.8 percent of taxable payrolls. A series of quick les-
islative measures (such as reallocation of Social Security program
funds) were passed at the same time that broad reforms to improve the
system were being developed. In 1982, the bipartisan National Commit-
tee on Social Security Reform provided recommendations for sweeping
reforms. The resulting legislationthe Social Security Amendments of
1983incluried several -forms designed to reduce disincentives to
work and to encourage ,Ider persons to remain in the labor force
(Svahn and Ross, 1983). How the current program works, what evi-
dence of work disincentives exists, and long-term reforms to the pro-
gram and their potential effects are discussed below.

How the ayrent prqzain works. Social Security benefits are a function
of lifetime earnings. In determining benefits, annual earnings between
1951 and the year of retirement are averaged and adjusted for inflation
to derive an Average Index of Monthly Earnings (AIME). A benefit
formula is then applied to this AIME to determine an individual's full
benefit amountor Primary Insurance Amount (PIA). The percentage
of the PIA that an individual actually receives depends on both age of
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retirement and. if he or she continues to work, current earnings (Social
Security Administration, 1987).

Currently, individuals are eligible to receive full benefits (equal to
100 percent of PIA) at age 65the "normal" retirement age Misled in
the Social Security program. Redoted benefits equal to 80 percent of
the PIA are availabk at age 62. For every month after age 62 that re-
ceipt is deferred, the 20 percent early retirement penalty it reduced by
0.56 percent (or 6.67 pcsatnt per rAr) so that the full PIA level is
earned at age 63. 11 an individual chooses to condone working beyond
age 65, be or she receives a delayed retirement credit of 3 percent per
year. For example, a person working (and deferring Socisl Security re-
ceipt) to age ki could expect to receive benefits equal to 109 percent of
his/her determired PIA.

Workers may earn up to a specified ezempt amount before their
Social Security benefits are reduftd. Currently, Social Security recipi-
ents younger than age 65 can earn up to S6,120, after which their belie-
fit amount is reduced by SI for every $2 earned. Workers between ages
65 and 70 can earn $8,400 before being subject to benefit reduction.
After age 70, the earnings test no longer applies (Social Securir, Ad-
ministration, 1987).

Ditintentives to work Studies have been conducted that examine the
extent to which these rules may limit the work activity of older per-
sons. A recent study by Fields and Mitchell (1987) examined the benefit
stream available to an Illustrative" worker at various retirement ages
in 1982. The researchers found that, although the level of benefits in-
creased for each year of additional work, gains from additional benefits
were more than offset by the fewer number of years of benefit receipt.
In fact, the present value of total future benefits for a person who con-
tinued working until age 68 was only 90 percent of that for a worker
who retired at age 60. This "penalty" for retiring at 68 is largely the
result of the 3-percent delayed retirement credit, which is far below the
actuarially neutral level (the level at which the value of benefits for an
average worker would be the same regardless of when he or she re-
tires). Thus, they concluded, the current system provides incentives to
retire before the age of 65 rather than after. Other studies (Hall and
Johnson, 1980; Burkhauser, 1980) have found similar results.

Tht impact of the earnings test OP work activity has also been widely
examined. One study found that male Social Security beneficiaries in
1982 had median earnings of $4,391just below the $4,400 earnings test
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level that year. Beneficiaries between ages 65 and 71, who could earn
up to S6,000 before benefits were reduced, " consistently had higher
earnings than recipients younger than age 65 (lams, 1987). Median earn-
ings for men ages 65 to 71 were $5,460. Also, Burden and Moffitt
(1985) found that workers kept postretirement hours to the level at
which total earnings equaled the exempt amount. Such an avoidance of
earnings in excess of the exempt amount is understandable. Not only
would half of any excess earnings be lost through Socia Security re-
ductions, but earnings would also be subject to Federal, State, mid local
income taxes as well as Social Security withholdings. Another oft-cited
effect of the earnings test is that it might entice some persons to work
"under the table" who might otherwise have paid Social Security and
income taxes on their earnings.

It is still not clear, however, to what extent Social Security encour-
ages retiremert or discourages continued work. In fact, some research-
ers believe that the method of calculating Social Security benefits may
cause some workers to delay retirement. Because the most recent (and
presumauly highest) years of earnings are averaged in benefit computa-
tion, some researchers have concluded that workers may choose to
work later, replacing low earnings years with higher ones and subse-
quently increasing their Social Security benefit (Blinder, Gordon, and
Wise, 1980).

Changes in the program. The Social Security Amendments of 1983
contained several long-term provisions designed to remove work disin-
centives. These included the following (Svahn and Ross, 1983):

1) An increase in the normal retirement age. The retirement age at
which beneficiaries are eligible to receive full benefits will in-
crease by 2 months per year for persons reaching age 62 in
2030-2005, will remain at 66 for those reaching 62 between
2005 and 2016, and will increase by 2 months per year for per-
sons reaching age 62 in 2017. to 2022. The normal retirement
age will remain at 67 for those reaching age 62 after 2022.

13 In 1982, workers were subject to an earnings test until age 72. Current-
ly, benefits are not reduced for earnings after age 70.
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2) An increase in the early retirement penalty. Reduced benefits
will continue to be available at age 62, but reduction factors
will be revised to a maximum of 30 percent (for workers enti-
tled at 62 when normal retirement age is 67) compared to the
prior 20 percent.

3) An increase in the delayed retirement credit. The delayed retife-
meat credit will increase by half a percentage point every other
year from 3 percent for workra age 62 prior to 1987 to per-
cent per year for workers age 62 after 2004.

4) A decrease in the withholding rate under the earnings test. Begin-
ning in 1990, the withholding rate will decrease from SI of
every S2 above the exempt amount for persons who attain full
retirement age to $1 of every $3. Beginning is 2000, the age at
which this occurs will increase as the normal retirement age in-
creases.

Potential effects of the changes Most analysts believe that changes in
retirement ages as a result of this legislation may be very small. This is
clear when the changes are dissected. For example, while earnings
above the exempt amount will be subject to a one-third offset under tbe
new law rather than the present one-half, those earnings are also sub-
ject to Federal, State, and local taxes and Social Security withholding&
Thus, the system still provides disincentives to exceed the exempt
amount.

Gustman and Steinmeier (1985) studied the potential impact of 1983
reforms and concluded that "in comparison with the previous rules, the
1983 rules, when they take full effect, should have a fairly small impact
on the number of people working full time and the number retired
before age 65, but at age 65 and thereafter, the percentage of individ-
uals working full time would be noticeably increased [largely due to the
scheduled increase in the delayed retirement credit] and the percentages
working part time and retired would both decline." In another study,
Fields and Mitchell (1986) found that increasing the normal retirement
age from 65 to 68 (although the legislation only raises it to age 67)
could be expected to increase average retirement age by only 1.6
months. They also found that the largest increase (still only 3.1 months)
occurred when the percentage of total b..nefits receive It age 62 was
reduced from 80 to 55 percent (the reforms only reduced the percent-
age to 70 percent) and the delayed retirement credit-was increased to
20 percent (from the current 9 percent) at age 68.
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Other Pension

Another factor that would limit or completely offset the effectiveness
of any changes in Social Security regulations is that retirement deci-
sions are rarely based on Social Security benefit levels alone; they also
depead, among other things, on preferences for leisure over work, on
health status, and on other income sources. Though roost workers can
no longer be forced to retire because of their age, many other provi-
sions in pension plans encourage workers to retire at specific ages, olten
well before the normal retirement age of 65 in the Social Security pro-
gram. And, as Beck (1985) found, in general, it does not take large
amounts of pension income to induce workers to retire.

Retirement provisions. While individuals are not eligible for full
Social Security benefits before age 65, normal (full-benefit) retirement
ages in private and other government pensions tend to be much amber.
In recent years, retirement programs have become increasingly liberal,
allowing full benefits at earlier and earlier ages. Seventy-nine percent of
pension plans surveyed by the Buresu of Labor Statistics in 1913 had
no minimum retirement age or provided full benefits at age 62 or earli-
er, up from 55 percent in 1974. And 37 percent of those plans allowed
for full-benefit retirement as early as age 55, usually with 30 years of
service (Bell and Marclay, 1987).

Almost all private pensions surveyed by BLS in both 1974 and 1983
permitted early retirement, although at reduced benefits. Over the
1974-83 reriod, however, both age and years-of-service requirements
for early retirement declined. In 1983, the length of service required for
early retirement (with reduced benefits) at age 55 averaged 7 years and
2 months, down from 10 years and 3 months in 1974 (Bell and Marclsy,
1987).

Individuals who opt for early retirement usually receive reduced ben-
efits. However, reduction percentages are not always actuarially neu-
tral; the greater number of years of pension receipt (due to early retire-
ment) often more than offset any decline in benefits. Similarly, accrual
beyond normal retirement age for those who delay retirement is often
less than actuarially neutral and acts as a substantial disincentive to con-
tinued work.
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Recently, several studies of pension plan incentives have been con-
ducted. Fields and Mitchell (IW) examined 10 pension plans from the
1978 Benefits Amounts Survey and found that, in five, the present
value of net pension benefits (for az "dluetrative" worker) ma pestest
for worken retiring at age 60. Four of the 10 plans paid the highset
benefits at age 61 or 62, and the remaining plan at age 66. Abet, is a
study of more then 2000 pension plans, Udine' and Wise (19114) found
that plan provisioss strongly discouraged work after a sound retire-
ment age, and some after an early retirement age. Continued work does
provide additional earnings; bower.s, the ktegone pension berefits (as
with deferred Sock: Security benefits) result in as implicit tax on earn-
inp which may be as high as 100 percent (Kodikoff and Wise, 1917).

Some pension provisions penshze continued work activity by ending
pension accrusl altogether. Although the Omnibus Budget Act of 19116.
prohibited tbe denial of pension accrual for persons over age 65, caps
are still permitted on years of service that may be counted toward a
pension and on total benefit levels (Moore, 1988). These provisions ef-
fectively reduce compensation for persons who continue working after
reaching either the maximum levels of credited service or pension bene-
fits.

Combining pensions and Social Security Not only do pension plans pro-
vide different options and retirement incentives than Social Security,
but, in many cues, pension ber.efits are derived using a formula that
accounts for SOCi2i Security benefits. Thus, changes in Social Security
policy designed to alter work patterns may be undermined by the struc-
ture of pensiou plans.

A 1986 suivey of employee benefits in medium and large-size firms
found that 62 percent of all full-time participants in defined-benefit pen-
sion plans were in plans Integrated," or combined, with Social Securi-
ty in some way (U.S. Bureau of Labor Statistics, 1987). Six1Y-nine Per-
cent of the employees in these integrated plans had offset provisions;
pension benefits were derived as a function of Social Security payments
(usually pension levels were reduced by 50 percent of an individual's
Social Security benefit). For example, workers with expected pension
benefits of $8,000 and expected Social Security benefits of 52.000 would
actually receive pension benefits of 87,000that is, $8,000-(.50 x
82,000) in addition to their $2,000 Social Security benefit. In this way,
public policy efforts to increase incentives to wail( by reducing benefits
would be countered by a 50-percent increase in private benefits. A re-
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duction of $1,000 in Social Security benefits, for example, would be
countered by a 5500 corresponding increase in pension benefits. Plans
with excess formulas also recognize .the structure of Social Security
benefits and attempt to increase benefits to welders with higher um
ings (whose Social Security benefits replace a smaller there of am
ings). This is accomplished by applying higher benefit accrual paresnt-
ages to earnings above a specified limitusually equal to tivl Social Se-
curity taubk maximum (Bell and Hill, 1914).

Some retirees receive supplemental benefits to their pensions to com-
pensate for retiring prior to eligibility for Social Security payments. A
1984 BLS survey of pension plans found that I I percent of all plan par-
ticipants could receive supplements upon early retirement. Tea percent
were elimble for suppkments on top cf their full benefits if they retired
"normally" before age Cwhen they would become eligibre for re-
duced Social Security benefits (Bell and Marclay, 1987). These supple-
mental payments are often equal to or greater than Social Security ben-
efits. Each of these pension provisions which integrate Social Security
and pension benefits may mitigate any changes in incentives that Social
Security reforms are intended to produce.

Recently, researchers have begun to compare the incentive effects of
Social Security and private pension provisions on individual retirement
decisions. A study by Stock and Wise (1988) modeled the retirement
behavior of employees in a large firm and found that increases in tbe
firm's early retirement age w ould dramatically reduce the number of
workers retiring by age 60. In contrast, the effects of changes in Social
Security rules would be minimal. Also, the researchers concluded that
"Changes in Social Security provisions that would otherwise encourage
workri to continue working can easily be offset by countervailing
changes in the provisions of the firm's pension plan."

Early Retirement Incentive Plans

Early withdrawal from the labor force has expanded with the increas-
ing use of Early Retirement Incentive Plans (ERIP's). Obese allow
workers to retire earlier than the normal terms of their pension plans
would allow. Typically, ERIP's either liberalize the requirements for
pension eligibility or provide employees with richer pension benefits.
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Some also offer early retirees either a continuation or an improvement
in medical coverage after their separation from service. ERIrs are
typically offered for only a short period of time, after which the normal
plan rules apply.

ERIP's, in many ways, are simply an extension of the trend toward
early retirement made possible by pension plan provisions already dis-
cussed. The key issue related to ERIP's is whether they are truly vol-
untary: Do workers perceive turning down these offers as being a
viable option? Are workers satisfied with the early retirement decision?

Two fact: are critical to the discussion of ERIP's. Fint, no one
knows how prevalent they are. The few surveys of employers conduct-
ed to date often are not representative samples of all employers, and
often have low response rates; hence, the results of reporting firms may
not reflect those of all firms.

Second, and probably the most important for policy considerations, it
is difficult to distinguish between voluntary and involuntary separations
that occur a: a result of these plans. One study of ERIP's indicates that
companies, workers, and unions have embraced them (Mutschler et al.
1984). At the same time, a study conducted for the Public Policy Insti-
tute of the American Association of Retired Persons (AARP) concludes
that such plans are primarily "older worker termination programs"
(Meier, 1986) and that neither the individuals involved nor the Nation's
interests are well served by them.

The plans seem to be voluntary to the extent that available data show
that the majority of eligible workers do not accept them. A study b
Hewitt Associates (1986) indicates that, on average, about a third of
workers accept ERIFs when offered. Some companies, though, have
had far more workers accept these offers than they had expected, cam .

ing a damaging loss of experienced personnel. On the other hand, the
numerous lawsuits related to these plans suggest that some older work-
ers view them as forced retirement schemes (Fay, undated).

The He, Au Associates' analysis of the prevalence of ERIP's is the
most exteimive to date. Of the 529 companies responding to their 1985
survey, ii third reported that they hed utilized early retirement windows
(where the employee is given a specific period of time in which to
decide whether to retire with the improved benefit package) or other
types of voluntary separation plans. About 40 percent of the companies
that had used ER1P's had offered them more than once. Plans were of-
fered far more frequently by the largest firms than by smaller ones;
over half of companies employing more than 25,000 persons had used
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them. And, as mentioned above, about a third of all eligible employees
accepted these offers, although about 1 in 4 plans had acceptance rates
of at least 75 percent.

Employees' views of such plans are difficult to interpret. Tbe AARP
report makes no mention of ERIP's as a welcome oar to many older
workess who may view retirement quite positively. Yet substantial
numbers of workers weloome the opportunity to retire earlier than
"normal." In a survey of workers age 40 and over conducted for
AARP by the Gallup Organization (AARP, 1986); 41 percent of all
workers surveyed responded that they would be likely to accept incen-
tive offers for early retirement. Affirmative responses were most
common among workers with high levels of income and education.

Mutschler, Schultz, and Leavitt (1984) studied persons who had re-
tired with and without special incentives from an unidentified Fortune
500 company. They found that employees clearly responded to the eco-
110MiC incentives of the ERIP's under studythe better the retirement
package, the more likely workers were to accept it Also, there was no
evidence that those accepting the offer had suffeied financially as a
result (which would have indicated coercion); however, the authors did
express some concern over the long-term effects of inflation on the
value of retirees' pensions. Other than this study, little is known about
the conditions ender which workers accept ERIP's and the outcomes
of that decision.

As with unemployment, the hazy distinction between voluntary and
involuntary retirement makes analysis of a key labor force issue din"-
cult. The voluntary nature of ERIP's may not even be a static concept.
An individual who had positive views about accepting an "early out"
at the time of the offer may have a very negative view after the fact, or
vice versa. While it certainly is possible to better quantify the use or
ERIP's than has been done so far, to evaluate the effect of these pro-
grants on workers' financial and nonfinancial well-being would be far
more compheated.

In summary, the incentives in Social Security and private pension
policies do not always operate in the same direction. Changes in Social
Security rules passed in 1983 were designed to increase work incentives
for older persons, although most analysts expect them to have only a
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II linOr impact on retirement ages. This is largely because the changes
themselves do not dramatically aher the basic incentive structure of
Sochi Security. In any case any changes in Social Security regulations
may be offset by pension plan provisions that encourage retirement or
penalize condoned work activity. It is unclear exactly what long-term
impact Social Security reforms will have on the work activity of older
persons; however, it is clear that private pensions have not followed
Social Security's lead in encouraging later retirement. While pension
PoI1JLSb allow retirement well before age 65 are undoubtedly at-

to many older workers, those who might prefer to continue to
part time often do not or cannot. Some reasons for this are dis-

cussed in the next section.
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The Market for Part-Time Jobs
many observers have noted that older workers are often faced with a
choice of whether to continue full time in a long-held job or to com-
pktely withdraw from the labor force; the majority reject pan-time
employment, which usually pays low wages and provides very few
benefits. Whether or not part-Pfne work by older persons will become
more common in the future depends on many diverse factors. iaciading
pension and Social Security regulations that determine levels of non-
wage income and place restrictions on employment; the characteristics
of part-time jobs; and the preference for leisure over work at older
ages.

Relatively few older persons work after beginning to receive retire-
ment benefits, and those who do usually have very low levels of non-
wage retirement income (McConnell, 1980). Many older men, however,
despite very small pension benefit levels, still do not seek employment
(Beck, 1985). According to data from the Social Security New Benefi-
ciary Survey, fewer than 1 in 4 persons was employed at all 18 months
to 2 years after first receiving retired-worker benefits (lams, 1987).
Also, as pointed out in an earlier section on discouragement, among
those who are not in the labor force, 95 percent respond to the CPS
that they "do not want a job now, either full or part time."

Does this low level of work activity beyond retirement mean that
older persons simply do not want to work, or is it a reflection of poor
employment options? While the preference for leisure over work is
very strong for many older persons, it is also possible that many say
they do not want to work because they see only very limited choices.
As discussed previously, substantial institutional barriersespecially the
Social Security earnings testprovide strong disincentives to full-thne
work at later ages. And pension provisions often make continued work
for one's employer unjustifiable. Older workers, then, are often fun-
nelled into the part-time job market, where options are frequently limit-
ed to low-paid employment. The solution, many argue, would be to
expand opportunities for part-time work to include jobs that are well
paid and provide nonwage benefits (McConnell et al, 1980; Kahne,
1985).

There is little doubt that part-time work done by older workers is
usually low paid. Researchers have found that hourly wages tend to de-
cline about 30 to 40 percent when hours are reduced from 35 to 20
(londrow et al, 1987). However, low pay is not necessarily evidence of
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age discrimination. In fact, londrow found that "...the scarcity of well-
paid part-time jobs is not a matter of discrimisation against older work-
ers; such jobs are scarce throughout tbe economy (p. 96)."

A primary reason for the scarcity at well-paying part-time jobs is the
high cost of such schedules ko employers. Training coats, for example .
are largely identical for fiall-and part-time workers, as are many admin-
istrative costs. A shon workweek raises the hourly costs to employers
for such expenses. In contrast, jobs that generally require little mining
do not significantly raise the costs to employers of Werke parwime
schedules, especially if tktt benefit packeges are more limited than those
given full-time workers. These jobs, by their nature, are usually low
skilled and provide low pay.

Whether such a restrictive market for part-time jobs for older per-
sons is the only possible scenario is still open to question. Hilda Kahne
(1985) in her book Reconceiving Part-Time Work, distinguishes be-
tween "New Concept" part-time work end "Old Concept" work. The
latter was described abovework at very low pay rates, often in low-
wage industries, and with few benefits. The former, Kahne envisions,
would be work done in the full range of industries and occupations and
would generally provide pro-rated full-tixne wages and benefits. Kahne
presents a convincing argument for tbe potential interest for such em-
ployment from the older workers' point of view; however, she does less
to explain bow such jobs make sense for employers, particularly those
not facing labor shortages. For now, at least, it appears that such "New
Concept" job market offers lag behind workers' desire for them.

As the younger population bas declined and the growth rat- in the
female labor force hes slowed (Fullerton, 1987), some service-sector
employers have begun to target jobs to older workers. Such employ-
ment will be attractive to a narrow range of elderly persons, however,
as it is typically part-time work with few fringe benefits. While wide-
spread worker shortages may occur in the future (see, for example,
Olson, 1981), their effect on employment opportunities for elder work-
ers is difficult to predict, particularly in the context of today's institu-
tional structures that strongly favor early retirement.
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Age Discrimination
When any group's labor market experiences are found to be inferior to
another's, the issue of discrimination is always a subject for discussion.
However, discrimination is one of the most difficult labor market influ-
ences to identify and quantify. This is because it is difficult to discern
whether letween-group differences in earnings or usemployment, for
example are the result of discrimination or of real difkreacee le pro-
ductivity or labor market goals. These measurement problems have lim-
ited the amount of rsearch conducted an ale disobliged= it ionclay-
meat. Yet, if asked, virtvally everyone would suggest that dierimia-
tion does take plsce in the ji c marketthat hiring, training, and pro-
motion decisions involving o: persons are not entirely age, sex, and
race neutral.

Regarding the earnings of older workers, %Eno and McDonald
(1983), using NLS data for mature men, found that as the Ines is the
sample aged between 1966 and 1976 (and pined tenure nod aped-
ence), they had a substantial decline (th reel terms) I. earnings. This oc-
curred during a period of sizable increases in corning& among all work-
ers. The poor earnings performance among older workers was deter-
mined to be unrelated to any decrease that might have been associated
with job changing. The authors identified three theoretical explemotions
for this. First, human capital theorists in ecocomics wocld attramme the
lower earnings of older workers primarily to lower productivity, per-
haps related to skill obsolescence and employers' reloconce to invest h
the upgrading of those skills. This would seem reosonable, gives the
relatively short payoff time for such an investment Second, equity
theorists in sociology argue that w reflect not only productivity,
but aho need, and that declining wages at older ages describe a legiti-
mate lifetime earnings profile. Workers' preference' for increased lei-
sure (largely msociated with dee iing financial need) may partly ex-
plain the earnings profiles of older workers found by Wanner and
McDonald. Although their methodology accounts for reductions in the
number of weeks worked, by their own admission, they may have
missed some of the hours effect, such as by not incorporating older
workers' lower propensity to accep, overtime work.

Wanner and McDonald prefer a tiiird explanation: Employers assume
that older workers will accept lower levels of salary increases, or fewer
of them, because older persons' ability to find compellable alternative
employment is quite low. Certainly, human capital theorists would
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agree that workers accumulate extensive firm-specific human capital for
which a new employer worill be unwilling to compensate them. Mc-
Connell (1983), in his assessment of age discrimination, also highlights
this decline at leverage for older workers brought shout by their high
cost of job switching.

In examining the wage decline for workers who were forced to look
for a new job, Shapiro and Sandell (1985), also using NLS data for
older men, found little evidence of discrimination. In fact, they deter-
mined thst about 90 percent of any loss in earnings in workers' new
jobs reflected a loss of their firm-specific human capital. While this is a
real and important earnings loss for many workers, it COMM be said
that such earnings declines are the result of unfair practices by employ-
ers, who would not be expected to pay for skills, knowledge, or experi-
ence that are not specifically transferable to a new job.

It is interesting to examine workers' own perceptions of discrimina-
tion. In the previously mentioned survey conducted by tbe Gallup Or-
ganintion in 1985 (AARP, 1986), a sample of workers age 40 and over
was asked whether they had experienced age discrimination. Only
about 6 percent answered in the affirmative, most of whom said that
they hod been denied a promotion or a chance to get ahead because of
their age. The perception of age discrimination increased with age-4
percent of workers in their forties felt that they had experienced age
discrimination, compared with 10 percent of those age 63 and over. It
is not clear whether the greater affirmative response for the older
group represents increased discrimination with age (though it seems
reasonable that this would be the case) or whether it is because they
had more years in which they could have been the victims of discrimi-
nation. A shortcoming of this survey, and most others, is that respond-
ents are employed persons only; thus, those who may be unemployed
or out of the labor force who have been victims of age discrimination
are not irclnded. These may be the groups of older perrons who ave
been wan hurt by discriminatory employment practices.

Further insight into age bias comes from einp.4yen' perceptions of
older wor'ers. Rosen and Jerdee (1985) found that many managers ex-
hibited age discrimination in their personnel decisions. They asked
6,000 readirt of Harvard Business Review (most of whom were in man-
agement positions) to make management decisions in seven hypothetical
cases. In half of the respondents' questionnsires, the worker in question
was a younger person; in the other half, an older one. Except for the
age of the workers, the scenarios were identical. In the almost 1,600
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returned survey forms. respondents consistently made different hiring,
promotion. discipline, and training decisions based on the stated age of
the worker in question. Yet in a final set of questions, respondents indi-
cated a very high level of support for nondiscriminatory business prac-
tices. Interestingly, respondents age 50 and over were consistently more

pportive of the older worker than were younger respondents, from
which the authors concluded that an older worker's best prospect for
fair treatment appeared to be working for an older supervisor.

The above research and other similar work suggest that age discrimi-
nation may exist among persons who make decisions about older work-
ers' employment and advancement opportunities. Nevertheless, relative-
ly few older workers say that they have been the victims of age dis-
crimination. Few older workers find themselves looking for a job,
where they would be most exposed to discriminat'on. Also, their high
levels of experien.;e on the job may provide many older workers with
the skills and abilities that keep them from being marginal employee&
Researchers indicate, however, that it is the poor performer wbo is
most likely to perceive discrimination. In addition, the promotion ex-
pectations (or desires) of some workers may decline with age often due
to a desire to stay in a "comfort zone" toward the end of a career.
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ma y. be happy not wo7king is often overlooked. many retiree., are firm
in their preference for leisure over earnings. For those who may prefer
to work, however, pension rules or job market realities severely limit
their options and opponunities.

Institutional bathers to employment. Many retirements that appear on
the surface to be purely voluntary probably occur among individuals
who would have preferred to continue working. Often, workers express
preferences for continued employment after they retire. Yet, when the
time comes, the majority go directly from full-time, career employment
into complete retirement, without any phase-out period. Most who do
enter the part-time job market quickly find that their value to employ-
ers has been eroded to the point where employment is not a viable
option.

Such a paucity of acceptable pail-time job opportunities is not ROMS-
sarily the result of age discrimination; part-time jobs tend to pay low
wages for everybody. Employers are relucsant to offer part-time oppor-
tunities in many jobs, particularly those at higher levels, because admin-
istrative and training costs often make it expensive, on an hourly basis,
to hire part-time help. As a result, jobs for which pan-time opportuni-
ties are readily available tend to be those that require little training.
Most often, these are low-skill jobs that tend to pay low wages.

The worst "pay cut" occurs when a worker looks for a job in a dif-
ferent occupation than- the one from which he or she retired. In thst
case, an employer might offer little or no more than an entry levet
wage, because the individual is, indeed, a new entrant to the occupa-
tion. Even if an employer did place some value on the older person's
past experience, the upper limit of wages in most part-time jobs is well
below those in full-time ones.

The best scenano, then, for older workers who wish to stay em-
ployed is continuing with their long-term employers (or at least in their
same occupations), to whom they would retain the highest value. In
fact, workers near retirement age say that they would prefer to have a
phased retilement, particularly with their current employer (Jondrow,
1987). This rarely happens, however, for many reasons. Workers who
continue to work beyond the age at which they could retire often pay a
steep price for that work. Historically, private pension plans allowed
for :to additional accrual of pension benefits beyond a certain age.
While recent changes in pension law prohibit that practice, other provi-
sions still allow for workers to be penalized for continued employment.
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Such 2: czase in lifespan may be associated with longer periods of
chronic ii.ness and dependency rather than additional years of well
being and mdependent functioning (National Research Council, 1938).

Some prominent participants in the retirement-age discussion believe
that the decline in work activity anion; older persons is innately bad
because it relegates older persons to an unfulfilling retirement with neg-
ative consequences for both physical and mental health- This view does
not reflect the preferences of the millions of Americans who are pres-
ently looking forward to retiring from what is often, for this genera-
tion, physically demanding work. Having fair opportunity to continue
in meaningful empinyment is quite different from being penalized for
not doing so.

Looking ahead Over the last few years, retirement ages seem to have
stabilized, or edged up slightly (Moen, 1988). Such a pause in ihe long-
term downtrend is not unusual during an extended period of economic
expansion. It is too early to predict with confidence that retirenient
ages will soon begin to rise. Changes in the benefit structure of Social
Security will have only a minor impact on retirement ages if employers
and employees continue to prefer earlier retirement ages.

Over the next few decades, several factors might lead to both ex-
panded demand for older workers and increased desire by older persons
to continue on the job. Most importantly, the changing demographic
makeup of the population will restrict the supply of labor; labor force
growth is projected to expand at only half the rate during the 1986-
2000 period that it did in the prior 14 years (Fullerton, 1987). Perhaps
more and mote employers will follow the lead of those few who have
already developed programs designed to provide attractive, often inno-
vative, work options for retirement-age workers. 14

In addition, with each successive generation of older workers, fewer
will have worked in physically demanding jobs and more will have the

'4 h is often argued that such improved employment offers in response to
labor shortages will serve to raise older workers' labor force participation
rates. Tins may be the case in the short run. In the long run, however, the
opposite might occur. Employers faced with labor shortages must compete
for a full age-range of workers, not just older ones. They do that by making
the employment package more attractive, generally through higher wages or
improved benefits. One of the benefits that might prove attractive to younger
workers would be better pension benefits, which would eventually lead to
even earlier pension receipt.
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educational background, particularly a college education, that will
allow them more nubility in the job market Such profiles gthierally
are associated with relatively high participation rates and late retire-
ment.

The factor that will most strongly influence the job market for older
workers is the overall pace of economic explosion, which directly af-
fects job creation and unemployment. If employers need older workers,
they will create ways to both attract and retain them. Today, clearly,
employ-2re perceptions are often that older workers' early retirement is
an attractive way to make work force adjustments, perhaps even avoid-
ing layoffs, and to cut labor costs. In that environment, older persons
may be pushed from their jobs. Some will have adequate financial re-
sources, while others will be th a more precarious situation.
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Appendix: Method for Estimating Duration of
Unemployment from CPS Gross Flows Data

The probability of leaving, or escaping. unemployment is the sum of
the probabilities of going from unemployment to employment and from
unemployment to not in the labor force:

UE + UN
pESC= .

0-1)

where pESC is the probability of escape, UE and UN are the protabil-
ities of going from unemployed (U) to employed (E) and not in labor
force (N), respectively, between months t-1 and t, and U(t-1) is the
number of unemployed persons in the previous month. The expected
duration of a completed spell of unemployment is the reciprocal of the
probability of escape:

E(D) = 1/pESC,

where E(D) is the expected duration of a completed spell of unemploy-
ment (Rows, 1983; and Bowers, 1980). This technique assumes that un-
employed persons, regardless of their current length of joblessness,
have the same probability of escapethat is, the probability of escape is
independent of duration.

The estimates computed from the above formula are based on monthly
escape probabilities. A calculation of a completed spell in weeks would
be:

1

E(D)= x 4.3,
pESC

where 4.3 is the number of weeks in the average month.
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The equation for the calculations for the expected duration of a suc-
cessfully tompleted spell of unemployment is:

pUE+pUU
E(D).= x 4.3

RUE

The equrion removes UN from the numerator and the denominator.
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