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Abstract

This paper highlights the developing dilemma in the United
States related to providing pension support for an increasing

older population which does not contribute to economic

productivity. It describes the continuation of early retirement
trends but the increasing public and private sector recognition
that changes will be needed in national retirement policies to

maintain economic support for the aging. The paper identifies

some recent changes in the Social Security program and age
discrimination in employment legislation in the United States but
points out their limited impact on retirement trends. It
concludes that more significant changes will be needed so that
public and private pension programs permit a flexible retirement
approach involving part-time work for many older persons.

A number of innovative programs for older workers are being
sponsored by employers who have modified their personnel and
pension policies to encourage older employees to remain at work
or return after retirement. These programs are experimental and
not widespread in United States industry. However, they
represent an identifiable private sector response to employment
of older workers. Finally, the view that older persons need make
no contribution to the economy is questioned. It is suggested
that a new conceptualization of the aged will be needed in the

future, one which will require their active participation in

social and economic life.
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Introductory Remarks

I hope that you will permit me to make some brief remarks
about my visit to Israel before providing you with my thoughts
about employment opportunities for older workers. As some of you
may know, I have been in Israel for nearly three weeks, studying
rehabilitation and employment services, and particularly the
difficulties of the older disabled person. During this time I
have had many official visits with people from the ministries,
Bituach Leumi, the labor exchange, the rehabilitation services.

I have seen a variety of rehabilitation facilities in Tel Aviv,
Jerusalem, Gaza, and elsewhere. I have met with social workers,
physicians, administrators, and clients. I have also seen some
of my own aging relatives in Holon and their children and
children's children in Beersheva. I have had dinner with Israeli
intellectuals and with workers. I have even done some shopping
and sightseeing. I doubt that this brief visit provides an
accurate view of 1ife in Israel, but I nevertheless want to give
you some of my general impressions since they are important both
to me and to my thoughts about employment of older workers.

Three Israeli characteristics have impressed me - self
respect, honesty and perseverance: pride in what has already been
accomplished, recognition of unmet needs, and commitment to
continually trying to meet these needs. These characteristics -
self respect, honesty and perseverance - have impressed me the
most during my stay here. I know that here, as in the U.S., it
is fashionable to criticize, even to castigate. But beneath this

criticism, I found a continuing belief in the future, in




progress, in improvement.

This belief is particularly important for societies which
face the special challenge of rapidly or even gradually aging
populations. Common stereotypes about the old, held by both the
old and the young, have excluded many older people from society.
Income maintenance, they say, is sufficient support for the
elderly, since their contribution to society has ended. Thus,
many older people are seen as unproductive, dependent, and not
needed for maintaining a functioning society. While this view
may be prevalent today, it will hardly be acceptable in the U.S.
or Israel when 15-20 percent of the population are age 65 and
older. If progress is to be made, we must begin now to think
about how older people can be better integrated into social and
economic life through such means as employment, volunteer work,
education, self-help, and public service. This challenge is as
great or greater than that of the more usual problems of
improving and expanding social and health services, improving
institutional care, and seeking ways to allow more older people
to remain in their own homes.

Progressive and optimistic attitudes are needed in
developing options for older people in aging societies. The
characteristics of self-respect, honesty, and perseverance that I
found here are fundamentally important in making progress toward
social integration of the aging. As socileties mature, they will
have a greater need for innovative ways to utilize the talents,
skills, and knowledge of older persons. Here in Israel, there is

and has been a need to employ older workers. As you know, in

most developed countries with pension systems, the aged make
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almost no productive contribution in the work force. And the

fact that many criticize this situation has not changed the
social pattern.

Today, I will discuss with you both the difficulty and
potential of utilizing older people more productively. In your
young society with its old traditions, the challenge of aging
requires both innovation and commitment. I know how that this

challenge can and will be met in Israel.

Demographics and the Older Worker in the United States

I would first 1ike to briefly discuss the overall framework
in which we in the United States are considering the issue of
older workers. In general this framework consists of
demographic, economic and sociological realities which, taken
together, present an interesting dilemma for the U.S. retirement
system and which may also gradually bring about major changes in
employment and retirement patterns.

The question of employment of older workers (generally
people of retirement age) has been framed around two competing
sets of interests: the need to maintain a balance in the
workforce under conditions of relatively high unemployment by
replacing older workers with younger ones, and the need to
provide more employment opportunities for older persons who want
to continue working. As we will see, the first of these
interests, labor force balance, has in effect been the major
influence on public and private policy in the U.S. since 1950.

Only recently has any attention been given to the second set of




interests, employment of older workers. The tension that may

develop between these two sets of interests will depend upon the
extent to which pension and retirement policies can be adjusted
to accomodate flexible retirement practices. For now, our choice
is very clear: encouragement of early retirement through major
financial incentives in public and private pension plans. The
result has been a very significant decline in employment by older
workers. Evidence of the decline exists for all men ages 45 and
older.

Let us examine some of the demographic, economic and
sociological factors which affect situation in the U.S. Today,
one fifth of our population, nearly 50 million persons, are age
55 and older. By the year 2010 this group will constitute one-
fourth of the population, 74 million persons. Today, 28 million
persons are ages 65 and older, about 11.5 percent of the
population; by the year 2010 this group will represent 39 million
people, about 14 percent of our population. During the same
period, the number and proportion of persons 75 and over will
increase substantially. Looking further ahead, by the year 2030,
about 100 million persons - 33 percent of the population - will
be ages 55+, and of these, persons over age 65 (64 million) will
represent 21 percent of the U.S. population. Meanwhile, 1life
expectancy at birth and at age 65 will continue to increase so
that by the year 2010 men at age 65 can expect to live 16 more
years and women 22 more years.

Between now and the year 2000, the most important population

trend will be the decline in the number and proportion of persons




ages 18-34 and the increase of middle-aged persons aged 35-54.
The decrease in the younger population has resulted in
speculation that there will be shortage of entry-level and other
types of skilled workers in the next 20 years. According to this
view, more older persons will be required in the work force to
meet projected labor shortages until the year 2010.

Oover the next 15 years the composition of the U.S. labor
force will change significantly, in parallel with population
changes. The propqrtion of younger workers will decline by about
11 percent, while that of the middle-aged will increase by 14
percent and represent nearly half the labor force. Under present
retirement policies, however, the proportion of older workers
(ages 65+) in the labor force, already very low at 2.7 percent,
will decrease even further to 2 percent by the year 2000. Thus,
while the older population is increasing, their labor force
participation will continue to decrease so long as current early
retirement policies remain in place.

Some of the ecomomic implications of these trends are very
serious for the United States and will likely result in changes
in retirement and employment policies. The initial directions of
some of these changes are already evident. I will briefly
discuss them, as well as some of the resulting innovative

programs for both employees and employers.




Policy Implications

Federal spending on older Americans ranks only second to
spending on national defense as a share of the budget. In 1960,
only 15 percent of the Federal budget was devoted to the aged,
mostly for retirement income benefits. Today, nearly 28 percent
is earmarked for older persons. Two-thirds of the total, about
$170 billion, is used for retirement income benefits and nearly
one-third for health benefits. Forecasts indicate that while the
share of the budget devoted to income benefits will decline in
the future, the share for health benefits will continue to rise
and could even eventually exceed that for public pensions. The
increasing proportion and amount of Federal spending for the aged
is a major national issue and will be pushed ever further to the
forefront as the ratio of workers +to retired persons, now about
3 to 1, gradually decreases to 2 to 1 by the year 2030. Under
present retirement policies, it will be impossible to maintain
today's level of benefits in the future without major tax
increases, reallocation of spending priorities, or a change in
early retirement trends.

In 1983, the Social Security old age retirement income
program was modified to improve the financial balance and,
presumably, to assure future financial solvency of the system.
The age at which full benefits are awarded was raised from 65 to
67, a change to take place gradually beginning after the year
2000. 1In addition, benefits lost for early retirement at age 62
were increased from a 20 to 40 percent reduction as the

retirement eligibility age increases. Regardless of the apparent
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desirability of this provision as an incentive for later

retirement, some early analyses have already shown it unlikely to
achieve its objective, since in the years ahead private pension
plans will cover a much larger proportion of the work force, and
early retirement provisions will make up for the delayed
retirement provisions of Social Security. It is also not likely
that such laws as the Age Discrimination in Employment Act,
passed in 1969 and most recently amended in 1975 to increase to
70 the age when any individual can be compelled to retire, will
have any major effect on the jobs of older persons. This law has
so far had negligible consequences for employment trends, but the
future is less certain. In the absence of change in early
retirement incentives, the law will continue to protect the job
rights of older workers, rather than become a retirement or
employment policy tool.

It may appear as if retirement policies in the U.S. serve as
disincentives for the older worker and, to a considerable extent,
this is the case. Because of emerging pension financing
problems, however, policymakers in the U.S. are discussing ways
to encourage longer employment and return to work by older
persons and are developing alternative retirement policy
scenarios. In addition, some U.S. employers are experimenting
with a variety of alternative work patterns for the aged.

What is the basis for these innovative approaches? First,
national surveys of workers have consistently indicated that both
pre-retirement workers and recently retired workers have strong
preferences for some form of continued employment, usually part-

time and similar in nature to what they have done in the past.




Second, surveys of white and blue collar retired workers indicate
that between 15 and 25 percent maintain some 1labor force
attachment, especially in the first five years after retirement.
Third, individual corporate surveys of employees indicate that
relatively large numbers of employees about to retire express a
preference for post-retirement part-time work with the company.
Thus, there is a clear trend toward preference for some work
during the retirement Years. Until quite recently, however,
these preferences were very rarely fulfilled because employers
were restricted by personnel policies that did not permit
flexible work arrangements. Although the these policies are
still in effect on a national basis, there are indications of
change.

A wide variety of surveys demonstrate that most medium-to-
large size companies are aware that their work force is aging,
and they are examining policies to adjust to this change.

Whereas a few years ago few employers made provisions for

continued employment after retirement, today as many as 15

percent have instituted such policies. Nearly half of all

employers who offer private pension plans permit continued

accrual of benefits after the usual retirement age. Also, many

employers have made special arrangements for retirees to return 1
to work part-time while continuing to receive retirement i
pensions. The most innovative pre-retirement programs in the

U.S. now place considerable stress on post-retirement careers and

productive activities. Therefore, in general, employer policies

regarding their own retired workers are becoming more flexible.




In addition to these general changes in corporate policies,
a variety of alternative work options have been under development
in recent years. It is too early, however, to assess the
viability and effectiveness of some of these programs or their
overall potential in the U.S. The most popular work option has
been flexitime - a system of flexibile times for beginning and
ending work, including a core period during which all employees
must be at the worksite. This system has been used for all types
of workers, includipg older employees, who most frequently work
on a part-day, part-week, or part-year schedule. But while the
majority of today's older workers are employed on a part-time
basis, less than 10 percent of employees of all ages hold part-
time jobs in firms providing this option. It is unclear whether
and to what extent part-time work can be expanded in many
business organizations. In certain service industries, the
potential for expansion is greater.

Other alternati&e work options include:

- Job sharing - two individuals share the responsibility for
a single permanent position.

- Phased retirement - employees gradually reduce the number
of working hours before they fully retire.

- Sabbaticals and extended vacations - employees are granted
time off to pursue various educational or vocational
interests.

- Job reassignment - employees receive new job
responsibilities at either the same level or a lower
organizational level.

- Job redesign - the work environment is modified or




difficult tasks reduced.

The overall extent to which these types of personnel
practices are being used in American organizations is difficult
to assess. It is clear, however, that these practices are
officially recognized by only a very small percentage of larger
firms, most of which are involved in the service industries.

Of the small number of specific "older worker" programs used
by U.S. firms, the most frequent are part-time or temporary
employment, full time employment, and flexible scheduling. Of
these, part-time employment is by far the most often used
approach. Just over 70 percent of the part-time programs are
provided for white collar workers; very 'few are provided for
skilled trade workers semi-skilled blue collar employees.
Companies that hire older workers do so for two reasons: they
need skills in limited supply or they need help to fill part-time
positions. Older persons are an attractive source of personnel
for many traditionally part-time positions - in restaurants,
retail sales, light manufacturing, etc. Typically, however, the
largest category of jobs suitable for older workers are clerical
positions, which are available either through temporary
employment placement services or through corporate retiree pools
which serve as a source of personnel. Thus far, older workers
have generally been hired for service and clerical jobs or for
jobs that call for technical or professional skills. In fewer
cases private employers hire blue collar or non-clerical white
collar older workers. Thus, only certain types of qlder persons

can successfully meet the requirements of employers who are in a
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position to hire them. Thus far, "formal" programs for older
workers have, therefore, been rare, relevant to only certain
types of workers and employers, and sometimes particularly
dependent on economic conditions.

A major debate over these types of specialized programs
weighs whether or not an identified older worker program is, in
fact, the best approach for improving employment opportunities.
Thus far, the viability of distinct older worker policies and
programs in most organizations is open to question. Many firms
prefer to adopt policies that apply to all segments of the work
force but which may be used more by certain groups such as the
aged. There may well be more potential in such an approach than
in specially identified programs which, in reality, serve few
older persons. There has thus far been no bandwagon effect; most
employers are still exploring their options concerning older

employees.

Prospects for Future

What then are prospects for increased utilization of older
workers? The situation will depend to a great extent on future
changes in national retirement policies and the consequences of
these changes for employer policies. On the one hand, there is
1ittle direct public support for major alterations in early
retirement policies. For both the aged and the non-aged, early
retirement has become an expected social pattern, even though it
results in preventing most older persons from further

contributing to the economy and maintaining work-related social
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relationships and activities. oOn the other hand, there is

growing support for more flexible retirement policies which would

permit, if not encourage, continued employment of older workers
or their return to work after retirement. Employers have been
experimenting with policies to achieve this objective but remain
to somewhat ambivalent because they are unsure of the extent to
which early retirement policies can be altered. The limited
steps that have been taken in the public policy area to better
protect the employment rights of older workers have had no
measurable effect on reducing early retirement patterns.
Therefore, unless a major pension financing crisis arises, change
will proceed slowly, at least until after the turn of the
century.

The problem confronting us may be more social than economic.
Despite its frequent negative consequences, the idea that older
persons need not make a productive contribution to the economy
has gained widespread acceptance. Now that older people realize
some of these consequences, many would prefer a more flexible
system that permits more choice about when and how they will
retire. Both public and private policies, however, reflect the
goals of the past - a secure retirement, free from work. The
challenge before us, then, is to alter the social objectives
related to retirement so that public policies will be adjusted to
reflect these changing social goals. The U.S. is just beginning
to recognize the need for change but will have to progress much
further before national retirement policies are significantly
modified. 1In the meantime, employers will be the moét likely to

develop innovative work options for older persons.
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It is important to recognize that even under conditions of
very high unemployment, employers have not been reluctant to
initiate programs to employ older workers or to develop more
flexible pension policies. The U.S. retirement system,
therefore, is not so inflexible as to impede development of
incentives for continued employment of older workers.
Utilization of such incentives is dependent on personal
preferences for employment and the match between the specific
employment option offered and the desire of the employee.

Studies in the U.S. have identified more than 300 programs
for older workers concentrated mainly in manufacturing and
service industries - finance, business services, wholesale/retail
trade, professional services, personal services. (These programs
do not include transitional or phased retirement programs
designed to gradually reduce working time prior to retirement.
Such programs are rare in the U.S., primarily due to lack of
experience with them and employee concerns about reductions in
benefits during the period of transition). More than half of the
existing programs in the U.S. involve part-time employment, 12
percent full time employment, and 13 percent training. Some
examples follow:

- A major aircraft manufacturing company re-employs technical
production workers.
- A major department store chain with no mandatory retirement

age continues to employ large numbers of older sales clerks.

A small automobile manufacturer employs only older persons.

A chemical manufacturing company uses older workers to train
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younger employees.

- A variety of banks, insurance companies and financial firms
use retiree pools for short term assignments.
- A multinational oil company hires substantial numbers of older

sales persons.

- Hospitals employ older nurses to cover staffing shortages.

- Trucking companies employ older workers as dispatchers,
control clerks and inventory specialists,

- A camera and film manufacturing firm permits older workers to
return to work after a period of full retirement.

- A fast-food restaurant chain establishes a policy of hiring
some older workers.

- Clothing manufacturing firms continue to employ older women
in garment production.

These examples illustrate the variety of programs that have
been developed for older employees. Recent Surveys of employers
have indicated that these types of experiments are continuing to
expand despite the difficulties posed by unemployment and the
need to adjust employee benefits for persons who remain at work
or return after retiring. Therefore, even under circumstances of
very strong economic incentives for retirement, some older
employees are motivated to remain at work or to return after
accepting pension benefits; and, some employers have been
willing to make special arrangements (sometimes without
additional cost) to permit and encourage older workers to
continue working. Such programs demonstrate first that

employment of older workers is feasible even if an emphasis on
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early retirement prevails; and second, that if more retirement
age flexibility were offered in public and private pension
systems, as well as in employer personnel policies, the response

of older workers would very likely be significant.
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