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RETIREMENT, WORK, AND"LIFELON_G LEARNING

FRIDAY, SIHHTEJ[BEI‘EL 1978 .
U.S. SExarE,

Sreciar CoMMITTEE ON AGING,
. Washington, D.C.
The committee met, pursuant to notice, at 10 a.m., in room 5110,
Dirksen Senate Office Building, Hon. Frank Church (chairman)
presiding. .
Present : Senator Church. ' ' ‘ .
Also present: William E. Oriol, staff director; David A. Affeldt,
chief counsel; Garry V. Wenske, assistant counsel for operations;
Letitia Chambers, mimority staff director; David A. Rust and Jeftrey
R. Lewis, minority professional staff members; Marjorie J. Finney;
operations assistant; Kaye English, information assistant; and Eu-
gene R. Cummings, printing assistant. :

OPENING STATEMENT BY SENATOR FRANK' CHURC.H, CHAIRMAN

Senator CrurcH. The hearing will please come to order.

Our hearing today has an unusual format because our committee
has an unusual subject, or group of subjects, before it.

We began to look into “Retirement, Work, and Lifelong Learning”
in July, with 8 days of hearings at which two Cabinet members and
other notable witnesses testified. . ‘

As I explained at that time, one of our purposes was to make the
point that each of our three major themes is receiving growing atten-
tion, but usually on an individual basis. i

We hear a great deal, for example, about pension problems, but
very little is done in the way of relating them to work force issues.

Another example: This committee has given a great deal of atten-
tion over the years to older worker problems of various kinds, and we
have been concerned about educational opportunity throughout the
lifespan during the later years. But we haven’t usually thought of
these subjects together, and we should. '

At our hearings in July we heard several recurring themes:

That we are ill-prepared, in terms of public policy and private
sector response, for the vast changes that can be expected with the
increase in the proportions of older persons in our population along
with a decrease in the percentage of younger persons within tradi-
tional labor force limits.

That we have no real national retirement policy; we have many
resources of income for life in the later years, but none—including
social security—generally does the entire job. We have to think more
clearly about the appropriate “mix” of social security and other
sources of retirement income.

(219)
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That we fail to fully recognize the economic and social consequences
of earlier and earlier retirement, now and even more so in the future.

That the forthcoming total abolition of mandatory retirement will
cause stubborn work-related questions— such as retraining to combat
job skill obsolescence—to-emerge with new clarity and.-urgency.

And that, finally, the challenges ahead, while at times boggling, are
nevertheless rich in promise of success, if we keep our heads and if we
also challenge past habits of thought and action.

I have several articles which discuss these and other points made at
our earlier hearing and these articles will be inserted at an appropriate
place in this hearing.! -

To follow up on our 3 days of theme-setting hearings, we asked
representatives of national organizations directly related to aging to be
here with us today. o ‘ :

We asked them to comment on past testimony and give new ideas
and suggestions. Their statements, presented in advance of this hear-
ing, are rich in information, concern, and I myself assure you all that
the committee intends to give them careful consideration. The staff will
analyze these statements and the committee will address itself to them
as we look for answers to the various questions T have raised. '

“These statements agree as to the magnitude of the many tasks to be
done as our population continues to “age.”

They are particularly helpful in providing examples of positive
actions and attitudes which are already challenging older patterns.

Mixorrry Grour CONCERNS

Minority group members, so many of whom do not live to traditional
retirement age, receive special attention, and deservedly so. No discus-
sion of the issues before this committee wonld be complete without such
attention, at this hearing and in our future sessions and studies.

Fresh thinking abounds in the papers we have received, and each
will become part of our hearing record. I would like to thank each
organization for once again making a substantial contribution to this
committee’s work: :

To make the most of what we have already received, and to further
tap the sources of such help, we will go directly into roundtable discus-
sion this morning with questions prompted by the material which we
have received. Our witnesses understand our format and the reasons
for it and, T believe, have expressed enthusiasm for this sort of brain-
storming approach.

I’ll begin by asking a general question or two and I will follow up
with other questions, but I would hope that in the morning’s discussion
we could have a good deal of give and take, and statements made by the
panelists would provoke questions from other panelists so that this be-
comes a real panel discussion rather than an interrogation by the
chairman of the committee.

. What impact. if any, will the change in the mandatory retirement
age from 65 to 70 for most workers in the private sector have on their
retirement decisions? Do vou bhelieve that this legislation enacted by
the Congress during the present session will have the effect of revers-
ing the present trend toward earlier and earlier retirement?

1 See appendix 2, page 360.
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I would also like to raise one further question which js connected
with my general question. How do you explain the seemingly contra-
dictory trends which are now o¢curring—people are living longer, yet
they are retiring earlier? . _

Those two questions ought to suffice for starters and we will proceed
from there. -

Those participating this morning are: S T

‘Robert J. Ahrens, board member, National Council on the Aging;
and director, Chicago Mayor’s Office for Senior. Citizens and Handi-
capped. ' :

- Anne E. Blakeley, liaison assistant, National Indian Council on
Aging. : : .

%y%ﬂ F. Brickfield, executive director, National Retired Teachers
Association/ American Association of Retired Persons; accompanied
by Jim Hacking, legislative representative. ‘

Rudolph T. Danstedt, assistant to the President, National Council
of Senior Citizens; accompanied by Betty Duskin and Lou Ravin.

Dolores Davis, executive director, National Caucus on the Black
Aged, Inc. =~ o : '

Dr. Bernard I. Forman, Washington, D.C., representative for-the
Gray Panthers. , i

Ed Kaskowitz, executive director, Gerongological Society.

Carmela G. Lacayo, executive director, Asociacion Nacional Pro
Personas Mayores. S o

Charles 1. Merin, legislative representative, National Association
of Retired Federal Employees. co

Dr. Mildred Seltzer, president-elect, Association for Gerontology
in Higher Education. o R

Before we begin our roundtable discussion, I will ask that each
organization represented here to give their prepared statements.

STATEMENT OF ROBERT J. AHRENS, BOARD MEMBER, NATIONAL
COUNCIL ON THE AGING, INC., AND DIRECTOR, MAYOR’S OFFICE
FOR SENIOR CITIZENS AND HANDICAPPED, CHICAGO, ILL. -

Mr. Anrens. The National Council on the Aging—NCOA—is a
private nonprofit, organization which provides leadership and guid-
ance in the development of services for older persons in numerous
communities across the country. For 28 years, NCOA has been a re-
source at national, State, and local levels for planning, information
and service to those areas affecting older citizens. Through its various
programs it reaches one of the largest networks of practitioners in
aging outside of the Federal system of State and area agencies on
aging. Tts membership consists of individuals and organizations
throughout the country who serve the elderly.

The largest division within NCOA is the Institute for Age, Work
and Retirement. It provides particular services, technical assistance
and training to and for business, labor, public and private agencies,
Government and universities on the problems and potential of work-
ing Americans aged 40 and over. Within the Institute of Age, Work
and Retirement there are four main units.
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" Tage Sexior ComMmUNITY SERVICE PrOJECT—SCSP

The largest program, SCSP, was initiated in 1968 as a part-time
employment program for economically disadvantaged older people. It
has since been expanded several times under title IX of the Older:
Americans Act. SCSP has given hope to thousands of low-income in-
dividuals aged 55 and over who need to supplement an inadequate-
retirement Income. More than 4,000 older men and women are em-.
ployed by public and private nonprofit agencies in 50 NCOA partici-
pating communities. :

Through the development of challenging and innovative jobs, SCSP-
has prepared the way for many older people to reenter the mainstream
of the work force. In the first half of 1978, 81 percent of those who.
terminated from the program obtained unsubsidized employment.
SCSP promotes self-help, not dependency. =

Another smaller NCOA program similar to SCSP is ESTEEM—.
expanded services through experienced elderly manpower. In 1976, it.
was funded by title X of the Economic Development Act to promote
job opportunities for older workers trapped in areas with consistently-
high unemployment. NCOA has continued to operate the program in:
five States for 300 to 400 older workers. Funding now comes from title.
IIT of CETA, but is in danger of being terminated at the end of this
quarter, despite ESTEEM’s financial benefits to enrollees and its:
benefit to deprived communities.

TaE RETIREMENT PLANNING PROGRAM

NCOA, in cooperation with a consortium of nine major corporations:
and four large unions, initiated the retirement planning project to.
address the need for effective early retirement planning. The program
is developing a comprehensive, innovative approach to encourage and:
assist employees and their spouses to anticipate and plan for retire-
ment. Consortium members are actively participating in the design,.
development, and testing of multimedia interactive training modules.

The NCOA industry consortium development program, with ‘its.
stress on current research, the pooled experience of consortium mem-
bers and systematic development, seeks to help meet a growing need’
and to package a new, improved approach to preparing employees for-
retirement. The training package will be offered to industry, labor,
colleges, and community agencies to serve a cross-section of working-
men and working women as they approach retirement.

AciNg aND WorK, A JOURNAL oN AGE, AND RETIREMENT (FORMERLY-
INDUSTRIAL (GERONTOLOGY)

As part of its efforts to promote a better understanding of the po-.
tential contributions of the middle-aged and older worker, the Insti-
tute on Age, Work and Retirement publishes a unique quarterly-
journal, Aging and Work. During the past 10 years it has examined'
1ssues of work, income, age, and covered a wide range of topics =
age discrimination in employment, job performance, satisfaction and'
motivation, pensions. retirement, second careers, women in the work:
force, etc. Outstanding authorities on those subjects in industry,
Government, and the academic community are contributors. The-
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U.S. Department of Labor recognizes the value and usefulness of
Aging and Work. It is a major subscriber, distributing copies to its
offices throughout the country, to CETA prime sponsors and title IX
programs.

NaTioNaL AssociATION oF OLDER WORKER EMPLOYMENT SERVICES

Recognizing the need for specialized employment services and op-
portunities for older workers, NCOA has pioneered an effort to
bring both the public and private agencies serving the 40-plus worker
‘together in a national coordinating effort : The National Association of
‘Older Worker Employment Serv1ces This new NCOA affiliate has
'several goals:

To draw interested older employment service agencies into the
larger network of services for older people.

To gather materials from member agencies, both public and pri-
vate, which will be of value to other members in initiating or conduct-
ing their programs.

To provide backup information and support for newly constituted
-older worker agencies in establishing broad programs to serve the older
worker.

To approach large employers, on a national scale, regarding the uti-
lization of older workers and to seek their support for more flexible
-employment and retirement practices.

The National Council on the Aging is pleased to be among the par-
‘ficip'\nts in this forum to review the role of older workers in a chang-
ing, “graying” society. The statistics and demographic predictions
set, forth by Secretaries Califano and Marshall and by the distin-
guished experts who preceded NCOA’s appearance confirm our belief
‘that society’s attitudes toward older workers must change radically
if we are to be prepared for the future.

ForeseeaBLE TRENDS

To review briefly and pes51mlstlcf1]1y, we may expect within a few
-decades

A rapidly increasing older population, expected to constltute about
15 percent of the total U.S, population in the year 2020.

Unless declining labor force participation rates are reversed, an
‘older population more and more dependent on social security, pri-
vate pensions, or welfare supplements to survive.

A dangerously skewed ratio between the working and retired popula-
“tion which could threaten the stability of social security and other
‘retirement assistance programs which are supported by employee tax
‘revenues.

A fragile public and prlvate pension system which, judging from
‘the current degree of unfunded pension liabilities, may collapse un-
der the pressures of a large retirement population.

We do not state these possibilities in such alarming terms just to
despair over the future. We agree with Secretary Marshall that the
‘societal pressures which these factors could. trigeer would, indeed,
reverse our attitudes toward older workers. Within 50 years, it is
‘projected that there will be fewer than two workers for each social
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security recipient. The young then may want to push retirees back to
work so that the elderly will be paying into the various retirement
systems rather than drawing money out. Society could again force
itself between the older person and self-determination—this time to
punish the older person for retiring rather than forcing retirement
upon him. However, we could avoid such overreactions by acting now
to encourage older workers to remain in or return to the labor force.

Focusing on future probabilities helps to define certain problems, but
it too often misleads us into waiting for the future to solve itself. We
do not have to wait until the turn of the century to see the toll of our
“having been so profligate with the talents of older workers,” as Sena-
tor Church so aptly put it. The consequences of early retirement—
whether voluntary or forced by age bias—are with us now.

The economic effects of early retirement can be devastating. The
majority of persons who leave the labor force prior to age 65 have no
private pensions to protect their future financial security. Of men
retiring in the first half of 1975, half had no private pensions. Early
retirement—before age 65—requires older persons to apply for social
security benefits at reduced levels. The ensuing consequence is actuari-
ally reduced benefits throughout the remainder of one’s life. Yet, in
1970, more than two-thirds of women workers and over half of men
claimed reduced benefits. :

It is true that many workers look forward to retirement and appre-
ciate company policies that allow early retirement at minimally re-
duced pension benefit levels. But, it is not true that all older workers
enjoy being “put out to pasture,” nor should they. Consider the fact
that, on the average in 1974, a man reaching his 65th birthday could
expect to live 13.4 years longer; a woman, 17.5 years. Over the years,
those who retired on seemingly adequate pension and social security
benefits will see their purchasing power diminish as the cost of living
climbs. Congress wisely tried to compensate for this income erosion
by enacting automatic cost-of-living increases in social security bene-
fits, but not all retirees could be protected from poverty. As this com-
mittee has noted, in 1975. approximatelv 3.8 million elderly lived in
poverty; many of them impoverished for the first time because of
the dramatic one-half to two-thirds reduction in income caused by
retirement. ‘

ArtrrupEs Towarp Work

Results from the 1974 NCOA /Louis Harris survey of public atti-
tudes toward aging document the older population’s desire and eco-
nomic need to work :

Of the respondents aged 55 to 64, 14 percent of the females and 5 per-
cent of the males considered themselves unemploved. Yet, comparable
Government figures for the 55-t0-64 group in this same period were
replorted as only 3 percent for females and slightly over 2 percent for
males;

Four million survey respondents over 65 who were unemployed
or retired wanted to work; 43 nercent of those over 65 with incomes
below $3,000 who were not working desired jobs :

Fiftv percent of black respondents over 85 who were unemployed
wanted to work: older black respondents were most likely to be poor
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and to need work: 57 percent had incomes below $3,000 a year com-
pared to only 23 percent of older white respondents; and

Tragically, there was a larger proportion of forced retirements
among respondents with low incomes and with less than high school
educations—those least likely to have adequate retirement benefits
and least likely to be rehired. S :

Those who are forced to retire early often do so under the worst of
circumstances. Work-related problems often become more severe: for
older adults because of the age discrimination inherent in American
society. The recent economic recession severely affected the employ-:
ment status of older workers; the unemployment rate for those over
55 more than doubled during 1974 and has only very slowly begun to
decrease. Once out of a job, the older worker traditionally has a more
difficult time finding a new one. Too often, he is forced into early re-
tirement after months and sometimes years of job searching. ,

This situation is not revealed in the official unemployment statistics
which record only those actively seeking work during a certain period.
NCOA has stressed a number of times that these figures do not include
thousands of “discouraged” workers who give up_on finding work,
remain unemployed, but are considered to be outside the labor force.
It is older workers who are most likely to be hidden in this group.
During the first quarter of 1978, for example, workers aged 55 and
above constituted 14.7 percent of the civilian labor force and 15.2 per-
cent of the employed, but 32.5 percent of the total number who were
clagsified as-discouraged. - T .

The statistics regarding duration of unemployment also support'the-
contention that older workers are likely to become “discouraged work-
ers” once unemployed. The two are interrelated : The long duration of
unemployment for the older worker can lead directly to the “discour-
aged” status. The average mean duration of unemployment in 1977
increased with age: For those aged 16 to 19, it was 8.9 weeks; those
25 tlg 34, 15.3 weeks; those 45 to 54, 19.3 weeks; those 65 and older, 22.6
weeks. '

It is important here to note that in a recent study of the supple-
mental Federal unemployment insurance benefits, most of the people
who had used their maximum benefits and who subsequently dropped:
out of the labor force were 45 years and over—70 percent were age 45
and over, and 45 percent were 55 and over. It appears from this study
that the older the individual, the greater the chance that he/she will
have used all entitled employment insurance and still be unemployed
or out of the labor force once all benefits have expired. This increases
the pressures for many older jobseekers to elect pension and social sé-
curity benefits prematurely, at reduced levels. Furthermore, the pro-
longed periods of unemployment which precede this forced early
retirement can easily result in the depletion of any accumulated
savings.

RecrETS ABOUT RETIREMENT

Even when early retirement is voluntary, brought on as a result of
liberal pension plans, more and more retirees may regret their deci-
sion. The overwhelming majority of private pension plans pay fixed
retirement benefits, with no provision for adjustment due to inflation.
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‘If inflation averages 7 percent a year, the purchasing power of fixed
“pensions will be reduced by 50 percent in 10 years. For example, a fixed
retirement income of $200 a month will be worth about $100 a month
in 10 years and about $50 a month in 20 years if inflation is 7 percent
za year. ,

Employees typically are not informed about the impact that infla-
“tion will have on the purchasing power of their private pensions. A
-pension that seems adequate at the time of retirement may become.
“inadequate as time passes, requirihg an ever-increasing downward ad-
“justment in living levels as one grows older. The severity of the impact
'of inflation is not fully realized until many options for generating
supplemental retirement income no longer exist.

“Additional evidence to suggest that more workers are not aware of
or prepared for the consequences of retirement comes from a recent—
1978—survey conducted by NCOA’s retirement planning consortium.
The survey, based on employees aged 40 and over in nine corporations,
was designed to determine what financial and other preparation these
workers had made for their retirement. The 458 respondents in the
initial sample were relatively well educated—91 percent completed
high school; 46 percent had some schooling beyond that—and could
expect above-average pensions—the companies have progressive bene-
fit plans and the employee’s average tenure with their companies was 15

ears.

Y Yet even this relatively advantaged older group was admittedly
unprepared for retirement and had ambiguous or uneasy feelings about
it. Sixty-one percent had no plans for retirement, 29 percent had tenta-
tive plans, and only 10 percent had any definite plans.

When asked what problems they felt they were most likely to en-
counter when retired. about 7 in'10 answered problems in maintaining
their standard of living. Because the employees sampled are in excel-
lent pension programs, their broad concern with maintaining a stand-
ard of living probably reflects an uneasiness due to an inflationary
economy and a growing general awareness of the financial straits many
retired people are in today. It may also be another sign that early
retirement will grow increasingly unpopular in theé face of rising
inflation.

RerainiNg OrpEr 'WORKERS

Given that pressures for greater employment opportunities for
middle-aged and older workers exist now and are likelv to increase, but
how should public and private employers react? NCOA hopes they
will agree with this committee that some challenge must be made to
the current trend to earlier and earlier retirement. NCOA would like
to offer some positive answers to Senator Church’s question: “What
more should the United States be doing to promote retention of older
persons in the labor force—as a matter of their own choice—instead of
retiring them, often without choice ”

Private INcENTIVES To ENcourace OLDER WorkERs

Mandatory retirement remains one of the most serious barriers to
full employment opportunities for middle-aged and older workers, as
Congress recognized by enacting the Age Discrimination in Employ-
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ment Act Amendments of 1978. As the NCOA/Harris survey
concluded :

The apparent problem for many older Americans is not that they themselves
feel that they are too old or too sick to work, but rather that they have been told
they are. With frequent discouragement from working, disinterest in employment
may well have become a learned response for many older people who might other-
wise prefer to work. In short, with over 4 million older unemployed or retired
individuals who want to work, there exists among the retired and unemployed
public 65 and over an untapped source of manpower.

There are already numerous and diverse examples of private and
public employers who have ended mandatory retirement ; among them
are Tektronix, Inc., United States Steel, Hamrick Mills, Gold Kist
Agricultural Cooperative, Paddock Publications, Steinway & Sons, the
city of Chicago, the State civil service in Maine, Bankers Life & Casu-
alty Co., and most public and private employers in the State of Cali-
fornia, which abolished mandatory retirement.

Bankers Life has been without a compulsory retirement policy for
more than 40 years, and reports that its experience has been “consist-
ently favorable throughout a variety of economic cycles and stages of
company growth.” Older worker participation, spurred by positive
hiring practices as well as the absence of mandatory retirement, has
remained steady : Employees over age 50 were 24 percent of the total
in 1954, 25 percent in 1977; those over age 60, 8 percent in both years.
As for the fear that older workers block lives of progression, a Bankers
Life spokesman says: “Company growth, organizational structure
changes, job posting programs, employee counseling programs, and
training programs have all worked to assure that paths of advancement,
are not blocked by older workers.”

Not only have some employers found advantages such as increased
dependability in retaining older employees, many companies have
taken advantage of rejected skills by hiring retirees almost exclusively.
Yet many employers argue that an end to mandatory retirement would
lead to a work force filled with workers who have become incompetent
but who cannot be fired or moved to other positions. They ignore the
advances made in the development of measures of functional ability.

NCOA can testify that accurate measures of functional capacity do
exist and have been used successfully. From 1970 to 1975, the council
administered a demonstration program in Portland, Maine, that tested
a method for measuring physical capacity, called GULHEMP, an
acronym for the seven functional areas rated in using this system.
They are as follows: General physique, upper extremities, lower ex-
tremities, hearing, eyesight, mentality, and personality. Jobs were
evaluated according to the minimum requirements under each category.
Worker fitness and job profiles were then matched, and the older
worker was placed in a job best suited for his or her skills. Over 4.000
individuals were screened by this system for jobs in 150 companies
in the Greater Portland area.

Not one of the employees who were employed after being matched
for a specific job was involved in an industrial accident or 2 workman’s
compensation case. Studies show that absenteeism and costs decreased
considerably because of this technigue. The fact that workers would
find such a screening system acceptable can be surmised from the
Portland project’s data which showed that the majority of prospective



-employees, no matter what their ages, looked for jobs they wére func-

tionally capable of performing. It is logical to expect employers to
benefit even more than workers from a program that so accurately
matches the best qualified worker with each job.

_The GULHEMP system has also been used most successfully by an
aircraft manufacturing company in Canada for over 20 years. The
system has been so effective in determining an individual’s capacity
to safely perform a job that the Workmens Compensation Board of
Ontario now requires all injured employees returning to work from
WCB treatment have a GULHEMP profile completed before return-
ing to work. We are pleased that this system is now gaining more
acceptance by government and other employers, but we believe that
its most effective use is as a preventive tool and one that is used prior
to employment and throughout the working career rather than simply
as a device for determining functional capacity after accidents occur.

One prominent American company that substitutes functional ca-
Pacity tests for arbitrary retirement 1s United States Steel. Approxi-
mately 153,000 workers are affected by the company’s non-age-related
retirement policy which requires employees to pass annual physical
examinations closely related to their jobs. Often when a worker seems
to be falling short on one job, management joins with the local union

_to find another, more suitable job.

Tests of functional capacity offer several alternatives to mandatory
retirement. They can be used periodically to assess on-the-job per-
formance on an individual basis, thus eliminating one rationale for
retirement based solely on age. When a worker begins to falter in one
job, such tests can be used to find other suitable positions within the
same plant or office. Having objective data with which to assess his
or her own performance, 2 worker can take greater pride in his work
and, ultimately, can better determine when retirement or a change in
jobs is necessary. At the same time, functional testing allows employ-
ers to offer second-career opportunities with confidence to older appli-
cants, knowing that each tested worker has a high physical probability
of success on the job. .

FrexiBLe WoORKE ARRANGEMENTS

At the very least, employers should consider systems or phased-in
retirement, whereby workers might be encouraged to shift to part-
time jobs before entering full retirement. Two workers may be able
to share a full-time job where part-time work does not contribute to
management’s goals. Another suggestion would be to use retired
employees as a company’s temporary work pool instead of relying on
inexperienced outsiders. This gradual schedule of retirement allows
the worker to adjust to a smaller income and to enforced leisure.
While the workers benefit, management is still able to draw upon
skills learned only through years of experience.

In many cases, the employee may prefer to reduce his or her work
hours. Though the NCOA /Harris national opinion survey revealed
several million “retired” or unemployed older people who wanted to
work, Harris made no attempt to determine whether these respondents
preferred full or part-time work. However, the fact that a majority of
respondents 55 and older said that “money” was the thing they would
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miss most after retirement may mean that part-time work opportuni-
ties—which would not jeopardize social security benefit levels by
producing income above the earned income ceiling—would be pref-
erable for many. The great majority of current workers 65 and older
are employed only on a part-time basis.

The permanent part-time work force of America is now the fastest
growing segment of the employed. It has increased in the past 15
years by 40 to 50 percent. The concept of part-time employment, which
includes work-sharing, has largely been avoided in the general econ-
omy because the American system of unemployment insurance ex-
cludes those persons from their benefits and because work-sharing is
thought to increase employers’ cost. However, in the older worker
category, work-sharing can become an important alternative to retire-
ment by providing additional income and utilizing talents and skills
developed which would be of disservice to the entire society if placed on
the shelf. :

Models of flexible work schedules exist in a variety of organizations:

The United Bank of Illinois solved a problem of younger work
dissatisfaction and high error rates in its check-filing and records de-
partment by hiring a three-person unit of retirees. The older employees

paid greater attention to detail and were considerably more reliable.
The error rate continues to be zero. This successful program relies on
both a part-time and flexible work schedule. Since the bank statements
are sent out to customers in cycles throughout the month, the unit’s
workflow varies from periods of peak activity to little activity. Thus,
one of the older workers may put in a full work day and only an hour
or two the next, or she may work 2 or 3 full days one week and none
the next. The work schedule of this older workers’ section is extremely
flexible, which seems to work well for everyone concerned. The bank’s
only requirement is that the work get out on time. Part-time work
allows the workers to supplement their retirement income and, iron-
ically, does not conflict with the bank’s mandatory retirement policy.
According to the directors of older worker employment agencies, a
great many of the older persons seeking their service desire only part-
time work to augment their social security income, to “keep busv” or
to provide some worthwhile contribution to their community. In-home
social services where, up to this point, there has been a dearth of man-
power, is in an area where these desires can be met. Quite often people
released from hospital care do not need a full-time nurse, but do require
a drop-in visitor/companion on several days per week. The older
worker can be instrumental in seeing that meals are provided, trans-
portation is arranged, necessary housekeeping chores are accomplished
and financial matters are taken care of. Qften the service in these in-
stances consists of talking, walking, reading, or playing chess. Home
services could even consist of minor electrical or plumbing repairs—
not extensive enough to require licensured help—or yard work and
maintenance. Some agencies place older workers to provide personal
care services, supervised by medical personnel. The potential for pro-
viding such services to meet the needs of the frail elderly are extensive.
According to a recent report prepared for the Department of Com-
merce, job-sharing plans are promoted as regular company policy by
the Minnesota Abstract and Title Co. for employees who have retired
from the regular work force, but who wish to continue to work steadily
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at a reduced pace. Certain white collar jobs are filled by pairs of older
workers. Each person in the “pair” works full time for a month, then
is off for a month while the partner assumes the position. Often flexi-
ble hours can be promoted within these jobs, also.

Northrup Manufacturers (California) promotes optimum part-
time and job-sharing opportunities for its older workers. Since most
of their workers are craftsmen in the aircraft industry, their skills
never become obsolete. Retiring workers can continue to work on a
part-time basis, especially where there is a lack of availability of

~younger workers for a particular function. Upon retirement, workers

may agree to become part of the “on-call work force.” They then may
be requested to fill temporary assignments, anywhere in the world, on
projects lasting from weeks to several months in duration.

“Tae GoLpEN Brmer”

Perhaps the most innovative program to bridge the gap from full-
time employment to retirement has been undertaken by the Teledyne
Continental Motors Co., whose employees are members of the United
Auto Workers. Employees are automatically eligible for a program
called “The Golden Bridge” if they are 58 years of age or over and
have had 30 or more years of credited service with the company. This
plan was created in 1977 to reward the worker who stayed beyond
the normal retirement age with such benefits as extra vacation, pension
payments, and insurance benefits. It is a labor-management cooperative
effort designed to “halt the flow of talent out the door and to help the
worker who was not quite ready for full retirement.” It is in its pilot
phases, among other locations, at the Wisconsin Motor Co. (Milwanu-
kee), a firm which makes small gas and diesel engines.

Upon qualifying for the plan, the worker begins to build on the
vacation benefits already provided by Wisconsin Motor. Instead of re-
ceiving the traditional 5 weeks vacation after 25 years of employment,
he receives 4 additional weeks per year in the period from age 58 to 62.
From the age of 62 to 68 he receives an additional 2 weeks’ vacation,
a total of 11 weeks per year in all. The extra vacation benefits can be
taken in various ways: (1) Paid time off —throughout the span of em-
ployment, (2) a lump sum payment at the end of each year of service,
(3) a lump sum payment at the time of retirement—a possible tax
advantage, (4) a combination of any of the aforementioned possi-
bilities, or (5) monthly installments at the time of retirement—up
to 12 installments total.

In addition to this, life insurance survivors benefits is increased by an
additional $1,000 per year and an additional 5 percent spouse’s sur-
vivor benefit is added. The basic pension benefits of the employee are
also increased by one-third each year that the employee remains with
the company. In 1977, the plan affected 80 of the Wisconsin Motor
Co. employees, but it is expected that several hundred will become
eligible over the next few years.

A change in midlife—or in later years—from one job pursuit to a !

different field should not be considered unusual in our rapidly chang-
ing society. For some workers, becanse of technol ogical displacement or
involuntary early retirement, a second career is a necessity. NCOA
has long advocated the need for career-oriented educational and train-



ing programs aimed not at the beginning worker, but at those who
must transfer from one career track to another.

Findings from the NCOA/Harris study indicate that there are
millions of Americans, young and old, who are interested in such pro-
grams. Respondents in that study were asked how interested they would
personally be in learning some new skills or participating in a job
training program so that they could take on a different kind of job
from what they were used to doing. Thirty-six percent of those over
40 and 15 percent over 65 responded positively. Thus, over 3 million
persons over 65 would be interested in some kind of second career
training if such programs were available to them.

An employment program such as the Erie Guild (Erie, Pa.) com-
bines the flexibility of part-time employment with a new career
thrust for skilled retired workers. In this program, begun in 1971,
highly skilled sheet metal workers, drill press operators, and welders
were put to work tutoring, on a one-to-one basis, unemployed and un-
skilled workers to fill the type job that the retiree once held. An
agreement was reached with union leaders whereby trainees—who are
paid under CETA—reaching production level would be hired, but not
automatically at the level of skill for which they had been trained.
After a short period of time, they become members of the union.

7,000 PeErsoNs RETRAINED

The Committee for Economic Development reports that IBM com-
bines two very effective methods that can benefit middle-aged and
older workers. Since 1970, IBM has retrained over 7,000 of its em-
ployees and relocated about 11,000. The company also makes it a
practice to move work to facilities that have surplus people—a prac-
tice which has resulted in no employee losing any time through in-
voluntary layoffs during the past 35 years, despite recession and major
product shifts. Also, the company makes education grants of $500
per year over 5 years to any preretiree or retiree-who wishes to develop
a second career or retirement interest.

Older worker employment services represent some of the more posi-
tive new solutions to the employment problems of many older workers.
Many of the member organizations in the National Association of
Older Worker Employment Services exist as entities of other aging
services—such as State and area agencies on aging. Others have had
long experience in the field of older worker employment and are estab-
lished as distinct, separate employment agencies geared to securing and
maintaining part- and full-time employment for persons who have been
either forced out of the mainstream by mandatory retirement or those
who, because of health and social conditions, need to reenter the job
market. at a different level. Some of these programs have unique titles,
conveying the renewed spirit and value of the older worlker, both to our
economy and to the person’s self image. )

Project EARN, St. Louis, Mo., according to its director, Harry Kau-
fer, was so named because of the emphasis on the older worker’s need
to acquire the necessary funds for hoth financial and psychological sur-
vival. Project ABLE, Chicago, Ill., means ability based on long ex-
perience, and is viewed as a service that is part and parcél of the life-

long learning continuum—putting acquired knowledge and skill based
36-780—79—2
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on a lifetime of experience to use. Project GROW, Rochester, N.Y.,
refers to gaining resources through the older worker..In this case, the
community gains multiple services to its senior population, particularly
In the home care delivery area, through employing its older citizens.

What is the success rate for older worker employment services—

those geared mainly at finding productive jobs for those workers over
age 50, or those suffering from some kind of physical handicap? Pro-
gram operators report a broad experience, based on their locale and
the personnel involved in the job development process within the local
community. All agree that the process of assessing, situating, and pro-
viding “recycled experiences” of older workers i3 a highly individ-
ualized operation. Programs such as Project EARN and Project
GROW, as well as Senior Jobs, Inec., of Buffalo, N.Y.—sponsored by
the AFL-CIO, and funded primarily by Older Americans Act and
Comprehensive Employment and Training Act moneys—report a
phenomenal success rate with placement in the private sector.
- . Buffalo says that the approximately 1,000 clients served in a year,
98 percent of these go directly into private sector employment. Some
positions filled are in telephone sales/credit collection, recreation in
hospitals and nursing homes, restaurant work, and community college
teaching/training. A retail clothing firm and the local florists have
been an excellent source of private sector employment in that com-
munity. ST :

Project GROW says that of approximately 700 persons interviewed
in a year, 60 percent are placed directly into paid employment with-
out an extensive training or preparation period. Employers in the
area are particularly willing to use the older worker in temporary or
bermanent part-time occupations, often to replace office and clerical
assistance on a seasonal basis. The project director reports that they
often have more job listings than they can fill—particularly in the
accounting and bookkeeping areas.

At Project EARN, which operates on the premise that there is “a
job out there for every person who wants one,” particular success is
reported in filling the employment requests of department stores—in
all clerical/accounting/sales capacities—and the local hospitals. All
of the directors acknowledge the painstaking skill and patience re-
quired to unearth employment possibilities for their older workers—
often a task requiring that they bring to employers’ attention the need
for a new position or classification that the employer had not yet
thought of. As one director puts it, “it is the simple things that every-
body knows about where us positive thinkers can find positions for our
older workers.”

Often, job searches alone will not succeed, but many agencies offer
employment assistance will also provide training. The Coordinating
Council of Senior Citizens, Durham, N.C., has found that training
program to upgrade the skills of older workers in personal care pro-
grams help older workers to capitalize on their positive attributes—
stability, reliability, accuracy and a large fund of knowledge. At the
present time, there is not much competition from the younger worker
segment to meet the demands of the sick elderly person in his own
home, and is the type of service that can be provided by a series of
older workers, none of whom must assume the entire responsibility
~of a program of care required by the frail elderly. .
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Grassroots COUNSELING

" A very special kind of employment counseling and training 'service
which developed at the grassroots level and may soon receive more
adequate public support in the displaced homemaker center. The
Director of the Women’s Bureau of the Labor Department, Alexis M.
Herman, estimates that 60 to 65 percent of women who hold jobs
do so for purely economic reasons, and that many of them must
work because they are the only source of economic support for them-
celves and their families. This is especially true in the case of the
“displaced homemaker,” a term used to describe the woman who in
her middle or aging years, after coming from 2 lifetime of volunteer
work, part-time employment or full-time work as a homemaker and
mother is forcibly exiled, through no fault of her own, from the
mainstream of society. Rising divorce rates, age and sex discrimination
in employment, job training programs targeted at younger workers,
Jack of social security coverage for workers under 60, and lack of
widows’ benefits in private ‘pension plan coverage have contributed
to this unique problem. Almost universaily, this group has had no
previous job skill training, has been employed only on a sporadic
bassis at best and even has difficulty recognizing that basic skills de-
veloped as a homemalker have any applicability to the “outside” work-
ing world.

Enabling State legislation has brought into place the Maryland
Center for Displaced Homemakers, located in Baltimore. It is one
of several programs throughout the United States, established under
‘various public and private auspices, designed to enable the middle-
‘aged and older female to reenter, or enter for the first time, the com-
- petitive job market.

Following a job-readiness and counseling period, women can be
placed in a range of private and public sector employment. Many
of them fill the needs of the aging network in nutrition, outreach,
transportation, home repair, health related and legal services, and
general welfare counseling programs. And, the program goes further
than community service employment. A.voucher system to cover tui-
tion, books and supplies has been entered into with a local community
or vocational school to encourage further education and training in
a desired field. Medical technology is a favored area.

This same voucher plan—to pay for incidental expenses—has en-
abled a group of “displaced homemal-ers” to start up their own small
business. An oneration called “Independent Cleaning Contractors”
provides household maintenance for private homes in the Baltimore
area. Three months after heginning this service, individuals were
averaging $120-$480 weekly income.

On a broader level. the Maryland Center for Displaced Homemakers
works extensively with local government and private industry in the
area of integrating women into the work world, including such non-
traditional jobs as linespersons with the Maryland Gas and Electric
Co. The center arranges workshops for industry on how to recruit,
screen and provide career mobility for the female worker. “Displaced
homemakers” themselves will conduct minicourses with various com-

“munity groups, businesses and industries around a manual developed
on sex bias in the employment world. Such activities are aimed at
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increasing opportunities for all women, especially those with a lack
of more traditional education and training such as those in mid or
later life.

PoBric IncenTIVEs To ENCOURAGE OLDER WORKERS

NCOA’s experience with title IX clearly confirms that older people:
have much to offer in terms of public service employment and that.
such work provides them with needed income and personal satisfac-
tion. The need for employment among older workers is great and con-
tinues to grow ; yet there has been little governmental response to this -
need with the exception of the SCSP and four similar national pro-
grams administered by other organizations. In fiscal year 1978, for
example, the appropriation for title IX programs will provide fed-
erally subsidized jobs for approximately 47,500 older persons. How-
ever, these jobs will provide employment opportunities to less than 1
percent of the 5.4 million older Americans eligible by age and income
for enrollment in the program. Most of these could and would work iff
given an opportunity.

Our experience with the program convinces us that title IX is the
only Federal employment assistance program that benefits the older

Y

worker. Because of its importance in promoting economic independ-

ence and self-esteem, title IX should be continued at an increased .
appropriation level. Nevertheless, title IX should be just one aspect

of a much broader range of public employment services available to-
older workers. While its value in providing part-time work experience

and retraining should not be underestimated, by itself, title IX'’s

ability to affect the severe employment problems faced by older people

is limited. Few of these people are interested in receiving a handout.

They simply want an opportunity to work, remain independent, and

earn their keep; but they cannot depend on the private sector to pro-

vide them with that opportunity. Nor can they expect much assistance

from the Federal employment and training programs supposedly de-

signed to meet these needs.

An NCOA analysis of 1973 and 1974 data from the Employment
Security Automated Reporting System shows that the U.S. Employ-
ment Service consistently provided less service to older job seekers.
Presumably, older people were considered less likely to be employable.
Yet, when referred for a job, the older worker is Just as likely to be
hired as his younger counterpart. Recent data show this pattern is still
likely to be true. In fiscal year 1976, 6 percent of new or renewing
Employment Service applicants were 55 or older but only 3.9 percent
of those referred to jobs were over 55.

Older workers have also been all but ignored in Federal employment
and training programs under the Comprehensive Employment and
Training Act—CETA. In fiscal year 1977 , persons aged 55 and over
were 3.3 percent of service recipients under CETA title I—training—
and 5.8 percent and 5.6 percent of recipients under titles IT and VI—
public service employment. On the average, less than 5 percent of those
served by CETA have been older workers. This figure has not changed
since the original categorical “manpower” programs of 1965. And,
despite the fact that CETA title ITI specifically designates older
workers as a target group, they have not benefited in any significant
way under this title.
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These statistics and the findings of the U.S. Civil Rights Commis-
-sion study of age discrimination 1n federally funded programs demon-
:strate that older workers seeking public service employment are not
proportionately represented in the Federal employment and training
‘programs authorized under CETA. Moreover, these figures confirm-
-that the major Federal employment and training programs do not
address the special needs of older workers. ' : )

RECOMMENDATIONS

Clearly there needs to be a stronger Federal commitment to promot-
ing employment opportunities for middle-aged and older workers.
NCOA 1s encouraged by some recent congressional initiatives, such as:

Inclusion of older workers as a target population in the Humphrey-
Hawkins full employment bill.

Recent amendments to the ADEA which eliminated mandatory re-
-tirement for Federal employees and increased the protected age to 70
for non-Federal employees. i

Proposed increased authorizations for the title IX senior commu-
ity service employment program and a new emphasis on the develop-
ment of more flexible work arrangements.

FEmerging legislation to encourage more part-time and shared-job
job opportunities. ‘

The special emphasis in the Senate’s CETA legislation on training
and work experiences for older workers; the greater emphasis on
equitable service to targeted groups; and, in both bills, a new, albeit
small, program for occupational upgrading and retraining; and

Amendments to strengthen the Age Discrimination Act of 1975 to
more forcibly prohibit age bias in programs such as CETA and voca-
tional rehabilitation.

In addition to supporting these efforts, NCOA urges this Congress
to consider further amendments to the ADEA to remove the upper age
limit of 70 and to remove all exceptions to the 1978 amendments. We
hope Congress, through this committee and others, will monitor closely
the effects of the transfer of ADEA enforcement authority to the
Equal Employment Opportunity Commission, and be willing to in-
crease the size, training, and qualifications of ADEA enforcement
staff., regardless of locatioh.. . . Ce

There are executive responsibilities which the Department of Labor
should assume to assist middle-aged and older workers:

DOL should undertake a comprehensive review of recent research
and development findings regarding the performance of older workers
and provide for the dissemination of these findings through the use of
appropriate Government and private agencies.

DOL should institute a nationwide public information program
which would make employers and the general public more aware of
the techniques which have been developed for relating functional abil-
ities of workers to the functional reaunirements of specific jobs.

Unemployment statistics collected and presented by DOL should
include the discouraged worker so that they more accurately reflect the
bleak economic picture of the older worker; and

DOL should require that the older worker specialist positions be
reinstated as full-time or part-time eaquivalent positions in the na-
tional, regional, and State offices of the U.S. Employment Service/Job
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Service, and that suitable training be provided to such specialists to
ensure their effectiveness. : .

NCOA looks forward to continued participation in this committee’s
examination .of retirement, employment, and lifelong learning, and
appreciates the opportunity to be of assistance.

STATEMENT OF CYRIL F. BRICKFIELD, EXECUTIVE DIRECTOR,
NATIONAL RETIRED TEACHERS ASSOCIATION/AMERICAN ASSO-
CIATION OF RETIRED PERSONS;* ACCOMPANIED BY JIM HACK-
ING, LEGISLATIVE REPRESENTATIVE

Mr. Bricerrerp. The social, economic and public policy implica-
tions of the “graying” of America are profound and must force us as
a nation to reexamine our policies toward older Americans and ulti-
mately to restructure the Government institutions and programs which
serve them. In addition, the expected continuation of a high rate,
hard-core inflation spiral dictates that we seek out more adequate
ways to insulate from inflation’s effects both the elderly’s income and
the financing of Government programs on which they are extremely
dependent.

- The demographic trend which clearly indicates that the propor-
tion of the population age 65 and over will expand rapidly, especially
after the year 2000, is not alterable. But trends toward declining labor
force participation and early retirement by older persons are. ,

Our associations believe we must begin now to make the changes
of the magnitude necessary to reverse these trends. We must allow
ourselves sufficient time for sound planning and lengthy transition pe-
riods in order to permit an orderly and incremental evolution into a
rational policy structure that ends up allocating increasingly scarce
resources efficiently.

Our blueprint for this evolution involves restructuring and relat-
ing current income support programs, eliminating barriers and dis-
incentives to elderly employment, encouraging and actively creating
job opportunities for older persons through the establishment of cate-
gorical Government work programs, and providing educational train-
ing and retraining programs to back them up.

The elements of our blueprint are as follows. First, the social security
system—which is and most likely will remain the cornerstone of elderly
income—should be transformed into a national pension program which
has earnings replacement as its dominant purpose. The “minimum-
floor-of-income-protection” function would be the responsibility of a
revamped SSI program. The basic characteristics of this new program
include:

A much less weighted—perhaps proportional—benefit formula that
awards benefits which are strictly related to contributions and replaces
at least 60 percent of preretirement earnings.

A gradual phasing out or deemphasis of current welfare and social
adequacy are increased to achieve the desired replacement ratio.

The availability of full benefits at age 65.

The elimination of the earnings test, a severe work disincentive.

1 See appendix 1, item 1, page 335; item 2, page 337; and 1tem 3, page 340 for supple-
mental material submitted by IgRTA—AARP.
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The introduction of actuarially increased benefits for those electing
to work after age 65 and postpone applying for benefits. .

Universal coverage of all employees accomplished with respect to
th(:ise not presently covered via an incentive/disincentive approach;
an

Pay-as-you-go financing from payroll taxes with an additional gen-
eral revenue mechanisms to act as economic safety nets protecting the
program from high rates of inflation and unemployment.

The cash and inkind benefit means-tested programs, dominated by
SSI, must be reformed and improved so as to be able to take up the
present minimum-floor-of-income-protection functions of the social
security system and adequately serve those elderly who would other-
wise be in poverty because of low benefits. The areas of improvement
for SSI include:

Significantly increased payment levels with State supplementation
encouraged. _

The creation of job opportunities and referral mechanisms specifi-
cally for SSI recipients with a more liberal treatment of earned
income in determining beneéfit levels; and

Elimination or at least neutralization of the harsh effect of asset
limitations and resource exclusions on eligibility.

The second major component of our biueprint relates to fostering
greater labor force participation by the elderly. Government policies
and actions which encourage or force early labor force withdrawal
are imposing serious and unnecessary costs on our economic system
and must be reversed in light of future demographic trends. Employ-
ment must be looked to for a larger source of income supplementation
for the future elderly who would, in the process, become less depend-
ent on government benefit programs. The older worker employment
strategy would include the following public policy elements:

Elimination of major barriers to employment including mandatory
retirement at any age.

Elimination of disincentives to employment including the social
security earnings limitation.

Creation of employment incentives by all possible means, including
benefit restructuring—such as actuarially increased social security
benefits—and special tax incentives for employees and employers.

Creation of job training and retraining programs to prevent skill
obsolescence and maintain older worker productivity; and

Institutionalize and vastly expand the already successful national
older worker program embodied in title IX senior community service
employment program. .

The third aspect of our blueprint involves improving and expand-
ing lifelong learning programs for the elderly with an emphasis on
learning and education as a means of skill development. This objec-
tive should be pursued in a multifaceted manner and facilitate the
emergence of older persons as a viable component of the work force.
It is our firm belief that Congress in cooperation with the Depart-
ment of Health, Education, and Welfare must assist in the redirec-
tion of lifelong learning into the new areas of work, retirement and
continuous learning. To do anything less would be to develop policy
in a vacuum ignoring the direct impact the economy and work pat-
terns are having upon the education needs of older adults.
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1. Accommonating THE TRENDS aND “Maring Exps MEeT”

Just as old age creeps up on an individual, the graying of America,
a country which has so highly prized the values of its pioneering youth,
has taken the better part of the century. This development to a mature
soclety is manifest by the changing proportion of the population over
65 years of age, although chronologically, 55 years of age better
demarcates the change from middle years of life.

At the start of this century, only 1 person out of 25 was age 65 or
older, representing only 4.1 percent of the total population. But ad-
vances in the control of infections diseases and the knowledge of nutri-
tion that were made during the first several decades of the century
helped change all this. By 1930, 1 out of every 20 persons was 60 years
of age or older, a proportion of 5.4 percent. The depression years of
the 1930’s saw a sharp advance in the proportion of the elderly to
6.8 percent of the population. The Social Security Act, landmark legis-
lation in the treatment of the elderly and the needy, was passed during
the middle of the decade—August 14, 1935.

During the first 50 years of the century, the elderly population
doubled to nearly 1 out of 12 persons—8.1 percent. The general rise in
the number of births through the early 1920’s, declines in age-specific
death rates, and the heavy volume of immigrants, especially prior to
World War I, were all factors contributing to the continuing increase
in the elderly population. By 1960, the figure became 9.2 percent in-
creasing to 9.8 percent in 1970. By 1975, 1 out of every 10 persons was
65 years of age or older—10.5 percent.

Life expectancy rates after the age of 65 were also advancing; the
elderly population was maturing as a segment of the population. In
1940, at age 65 the average male could expect to live 12.1 more years
and the average female 15 more. By 1970, the average male could
expect to live 13.1 more years after age 65 and the average female
widened her advantage over the male by expecting to live 17.1 more
vears after that age. :

This trend probably will continue. By the year 2050, life expectancy
should have increased another 8 years for men and another 4 years
for women. Indeed, these figures may prove to be gross underesti-
mates; advances in medicine, preventive medicine, improvements in
the living environment, and adoption of more healthful lifestyles
mav well accomplish more. :

The forecasts for the continuing expansion of the 65-years-and-
older segment of the population are quite reliable well into the next
century, because we are projecting the lives of an existing popula-
tion. As can be observed from table I, the over-65-years-of-age seg-
ment’ will increase slowly from 10.7 percent of the population at
present to 12.1 percent by the year 2000. After the year 2010, the
elderly percentage will begin to take wings again as the postwar
baby boom is converted into a senior boom. By the year 2030, 18.2
percent of the population will be 65-years-of-age or older, nearly one
out of five Americans. '

The “older” segment of the elderly population is also continuing
to grow. Reference to table IT reveals that, by the year 2000. we shall
have 14.2 million persons age 75 and over—45 percent of all: elderly.
The number of elderly of advanced age, 85 years of age and older,
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will increase from 2 million today to 3.7 million by the year 2000.
In percentage terms, that is a 50-percent increase, from 0.9 percent of
the population today to 1.4 percent in the year 2000.

It was remarked earlier that persons 55 years of age and older
could also be considered as elderly. As of 1977, the segment of the
population aged 55 and older already represented one out of five of
the population. By the year 2030, it may well be close to one out of
three of the population. '

TABLE |.—ELDERLY AGE GROUPS AS A PERCENTAGE OF THE TOTAL PROJECTED POPULATION FOR SELECTED
: o YEARS PERIOD 1977-2050,

1977 1980 1985 1980 1395 2000 2010 2030 2050

Froiectted population (millien)...___.. 216.7 222.1 232.8 243.5 252.7 260.3 275.3 300.3 315.6

ercent: :

OQver 54 . 2.0 2.6 2.0 2.6 204 2L0 245 28.7 29.0
Over 6 o107 11 1L6 122 123 121 126  18.2 1.5
Over 84. . .9 .9 L1 11 1.3 1.4 16 L9 3.0

Note.—Above information calculated from data contained tables 8 and 11 of the U.S. Department of Commerce reports,
“'Projections of the Population of the United States, 1977 to 2050," series P-25, No. 704, issued July 1977, tables 8 and 11,
series 11, fertility assumptions.

TABLE 11.—ANNUAL PROJECTIONS OF THE POPULATION BY SELECTED YEARS AND AGE GROUPS

1977 1980 1985 1990 1995 2000 2010 2030 2050

Total population (million). ......___._ 216.7 222.1 232.8 243.5 '252.7 260.3 275.3 300.3 315 6
Age groups (percent): *
851059, e 11.0 11.4 11.1 10.4 10.8 -
60 to 64_.. .. 93 9.7 10.6 10.3 9.7 -
Subtotal . .. 2.3 2.1 21.7 20.7 205 23.2 329 36.0
65 to 69___ .- 8.4 8.7 9.2 10.0 9.7 9.1
aen BTN A B O B
0 /3. -- , 3 . . . 3
80 to 84__. =39 33 3 3 3 G we wme
85andover_ .. ... .ooooo___ 2.0 2.2 2.5 2.8 3.3 3.7 4.5 5.6 9.5
Subtotal . ... 23.2 24.7 27.1 29.6 311 31.5 34.6 54.8 55.4
Total over 54 years of age...... 43.5 458 48.8 50.3 51.6 54.7 67.5 86.1 91.4

Note.—Above information abstracted from U.S. Department of € ce current population reports “'Projections of the
Populatltqn of the United States, 1977 to 2050, series P-25, No.704, issued July 1977, tables 8 and 11, series 11, fertility
assumptions.

The social and economic implications of the maturing of America
are profound; unfortunately, they can only be touched upon briefly
here. Our social institutions can no longer be oriented toward the
younger population. For example, our schools—technical, profes-
sional, and those dealing with the humanities—must fully address
themselves to the task of continuing the education of the elderly. In-
deed, all of our institutions must adapt themselves to our changing
society. Because Government has so large a hand in the financing of
our institutions, its role in this change must be deeply studied. Our
resources are finite, and the strains of stretching our resources have
become painfully evident on all sides.

Our remarks will tend to dwell on the economic aspects of a matur-
ing society, a tremendous subject. We must immediately consider
whether the elderly as a whole are to be merely consumers in the
society of the future, or whether they are to be producers also. If they
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are to be productive members of society, what is this role to be, and
“what will be its limitations? : o

Prior to the Age Discrimination in Employment Act amendments
.of this year, the retirement age of 65, which was determined under the
original Social Security Act, had become the limiting age for most
-public and private employment. Indeed, many public and private re-
-tirement plans have provided for much earlier retirement. The ADEA
amendments will give those who so choose the opportunity to extend
their working lives, at least to age 70. However, the characteristics of
much private sector employment favor the younger employee; and
consequently, many employee retirement systems reflect a marked bias
against the retention of older workers, starting with middle-aged
workers. As a result, by the age of 65, only 1 man in 5 is in the work
:force and only one, woman in 12. :

Those things that foster retirement at an early age tend either to
‘remove the mature worker from productive employment entirely, or
promote a second career. In public émployment, this often leads to
what is called double dipping. Strong incentives to keep workers em-
ployed at any age at which they can perform—and choose to perform—
their duties need to be built into retirement systems and plans, the tax
structures, and other instruments of public policy. Obversely, existing
incentives that lure workers into retirement need to be removed. In-
deed. disincentives may yet have to be used to discourage workers in
the future from accepting early retirement terms.

Private employers have much control over the terms of their em-
plovees’ retirement. This is as it should be. But the Federal Govern-
ment gives tax incentives to employers and employees for a large
variety of retirement and retirement savings plans. The tax laws and
regulations should be revised in these areas so that employment of the
elderly is encouraged in the private sector and the termination of
employees as they approach middle age is discouraged.

"Our associations recognize that there are distinct limitations in try-
ing by legislation to create employment opportunities for the elderly.
There is a great deal of outright prejudice against the older worker.
Much remains to be done by way of educating both public and private
sector employers that this is a prejudice which inhibits raising the
general productivity of our society. We shelve too many elderly.
There are also important economic considerations, which lead employ-
ers to release workers as they approach middle age. For instance, the
employer may fear the assumption of increasing liabilities for the
eventual retirement of the worker. Many employers believe that the
middle-aged and older employee can no longer cope with the strain
of carrying out his duties to acceptable standards. Particularly if
there is no compensation flexibility in a downward direction, an em-
ployer may believe that it is to his economic advantage to replace the
older worker with a younger worker—and, indeed, it may well be to
his financial advantage.

“Soctery’s THROWAWAYS”

The excessive emphasis on machines and technologv in our economic
activities and the extremely rapid rates of change have tended to
make the older worker into one of society’s throwawavs. The voung
worker enters into a world the technology of which is familiar to
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him. The employer can train him with the least effort for employ-
ment within his frame of technology. Because of the great pressures
for economic growth, change is an aspect of our economy with which
the worker must cope on a daily basis. Upon reaching middle age, the
worker usually finds that he has moved into a new time frame of tech-
nology with which he is often unable to cope, particularly in the ab-
sence of continuing education which could have and should have been
available to help him keep pace with the change.

In our view, we should stop tryingto promote spasmodic and ex-
plosive rates of growth. The evidence 1s increasing that these attempts
end up generating searingly high rates of inflation. ’

What we favor is moderate and steady real rates of growth that
avoid the intense inflation we have experienced recently and the un-
nécessarily premature junking of human beings. We must also at-
tempt to reduce the degree of ferocity with which we have attempted to
substitute machines for people. We are reaching a point of diminish-
ing returns, particularly when there are mo immediate prospects of
finding abundant sources of cheap energy to run those machines.

The belief that we could retire our middle aged and elderly, without
regard to numbers, dates back to the past when continuing affluence
could be counted on as the dividend of the new economics. The solid
growth rates of the 1950's and the 1960’s seemed as though they would
never end, and these growth rates were accomplished with modest rates
of price inflation in the range of 114 to 3 percent a year. Only dimly
foreseen in this past was that there might be limits to growth dictated
by the growing damage to the environment in.which we live. Not too
well realized was that we lacked both the knowledge and the mecha-
nisms in our Federal Government to perpetually fine-tune the economy
so that inflation would be under control.

Elevated rates of persistent inflation began in the late 1960’s. This
inflation is a hardcore rate of inflation, which economists distinguish
from cyclical demand-pull inflation, because it continues in good times
and bad. When it persists during the recession period of the business
cycle, we have stagflation. After 10 years of débate over how we are to
control persistent inflation, no workable solutions have been found by
the Federal Government.

The Subcommittee on Economic Stabilization of the House Com-
mittee on Banking, Finance and Urban Affairs has recerntly released
its Second Annual Report on Inflation. Although consumer price in-
flation has now returned to the area of 10 percent annually, the report
of the subcommittee only expressed some hope that the present rate
might moderate to some degree. No expectations were expressed at all
that the rate of inflation might fall back to the levels which prevailed
in the 1950’s and 1960’s.

Elevated rates of persistent inflation hold the gravest consequences
for the elderly. Not only do their personal financial arrangements
suffer, but the income maintenance and income support arrangements
of the Federal, State, and local governments are forced to meet with
increasingly severe problems in funding the payments. which must be
indexed to offset hicher nrices. These financing problems are often
partly met by throwine the losses of inflation on pensioners. This may
be done bv ignoring inflation. by partially ignoring inflation in making
only partial pension adjustments that do not offset fully the effect of
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inflation—a common practice at the State and local level—or by mak-
ing adjustment for inflation long after the fact. The private sector
follows suit; ad hoc adjustment in pension payments are made only
irregularly, if at all. Most employers make no provision out of current
expenses for meeting the future costs of making such adjustments in
pension payments, largely because there is no way that the size and
cost of those adjustments can be known in advance. ,

The foundation of the income support structure that serves the
elderly is the social security system. Although our associations shall
comment at length -on social security later, we.would like to observe
at this point that this Congress spent much time during 1977 attempt-
ing to deal with actuarial deficits projected for the system over both
the short and long term. The long-term'deficit was created in part by
demographic trends, the trend towards earlier retirement, and a tech-
nical error in the law for inflation adjustments under the benefit
formula. But because we find ourselves again at double-digit rates of
price inflation, we should avoid repeating past mistakes and there-
fore remind ourselves of the prime reason for the short-term deficit
in the system. '

OASDI trustees, in their 1976 report, blamed -the .short-term.
imbalance on: o

Unprecedented and unanticipated inflation in recent years and approximately
corresponding increases in benefits (11 percent in 1974, 8 percent in 1975, and
6.4 percent in 1976) and an expectation that inflation will continue at higher
levels than formerly anticipated.

Although passage of the 1977 amendments leads us to presume
that we have dealt with the short-term financial problems of the social
security system, we must remember that a continuation of very high
levels of persistent inflation, such as we are experiencing at present,
was not anticipated by the system’s actuaries in making forecasts. If
persistent inflation is not restrained in the short term, we are certain
the patient will soon be back in the operating room. :

Congress has taken many steps to reduce poverty among the elderly,
which have not been without considerable effect. The difficulty is to
assess the changing impact of poverty among the elderly of a large
number of Federal, State, and local programs which provide a hodge-
podge of both cash in-kind benefits. Studies by the Congressional
Budget Office during 1977, which took in-kind benefit income into ac-
count, came to the conclusion that poverty among the elderly may have
dropped to as low as 6 percent. OQur associations believe that the
poverty rate is much higher, particularly when judged by poverty
standards which take into account the disproportionately larger needs
of the elderly for medical and other forms of assistance. Also. large
numbers of elderly fall into the near-poverty group. Therefore, their
economic condition can easily deteriorate rapidly when prices are ris-
ing at elevated rates of inflation. In our associations’ view, inflation
remains the implacable foe of the elderly and our No. 1 -economic
problem.

' Measuring INFLATION’S IMpACT

So concerned are we over the ongoing inflationary spiral that we are
now working with one of the leading econometric services in order to
define the effects of inflation on the elderly, in terms of their wealth,
income and expenditure patterns, taking due consideration of the off-
setting assistance of various government programs designed to main-
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tain and to support their income. It is widely assumed that the elderly
suffer severely from the effects of inflation, because their income tends
to be fixed and their assets, denominated in inflating dollars, tend to
decline in value. On the whole, the elderly have not been successful in
protecting their dollar assets by hedging investment techniques. Own-
ing a home remains one of the best means of hedging against inflation.
Small amounts of savings deposited with institutions or invested in
Government savings bonds return no real interest at recent levels of
persistent inflation—6 to 7 percent—indeed, at present levels of infla-
tion, small savings accounts actually lose money for the elderly in
terms of purchasing power. As the savings erode away during longer
periods of elevated rates of inflation, the elderly increasingly depend-
ent upon the Government, losing their independence and dignity in the
rocess. :

4 As a result of the study undertaken by the associations, we will be
able to show the effects of varying inflation rates on assets and income
expenditures of the elderly over their life expectancy after retirement.
QOur associations hope that these studies will jolt ‘the Congress and
various Federal departments into an awareness of the nature of the
assistance needed by the elderly and the magnitude of the dependency
problem created by inflation.

So important is each of the subjects we have raised in these intro-
ductory remarks, that we will devote a special section to each in our
statement so that the implications for the elderly can be set forth in
some detail. The recommendations of the associations on each of the
problems foreseen for the growing mature population will be clearly
stated.

The thrust of our introductory remarks is that demographic and
economic trends dictate a complete restudy of policies and nonpolicies
with respect to employment opportunities for the elderly and retire-
ment of the older population from productive employment. The gray-
ing of America dictates our encouraging much larger numbers of the
elderly into the productive effort as we move into the future, the trend
toward making the vast majority of the elderly into idle consumers
needs to be reversed. Because the elderly are growing as a segment of
our society and because inflation hits them with particular force, the
need to restrain persistent inflation is becoming more important.

Finallv. our great variety of social institutions need to be reformed
so that they better embrace the needs of the elderly. Our constantly
changing society and economy impose great responsibilities on our
education system. As the individual matures he must be kept in the
mainstream. Junking older individuals because they might not under-
stand the changing scene is not only inhumane. but it is—in an eco-
nomic sense—an enormous waste of national assets.

II. A BLUEPRINT FOR A NEW AGING POLICY FOR THF. NaTiON

Barring some unforeseen catastrophe, the demographic trend that
-we have described is inexorable. As time goes on, we are going to have
more older people, and with the aging of the baby boom cohort. we
are going to have a great many more old people. In terms of public
policy. this trend cannot be changed. it can only be accommodated
and any such accommodation requires rational advanced planning.

Other trends that we have identfied can, however. be altered or even

reversed. We are reasonably optimistic that the declining labor force
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participation and early retirement trends on the part of middle-aged
and older persons can be slowed appreciably if not indeed reversed in
response to changes that can, and should, be made in terms of public
policies. Indeed, 1f the rapid mﬂatlon'u'y spiral continues undimin-
ished for much’ longer, that trend, in and of itself, could act as a.
counterweight to the early retlrement/ decreased labor market activity
trend as persons begin to recognize that absence from the labor force
leaves them increasingly yulnelable to the consequences of inflation.
General recognition that wage income tends to keep better pace with
inflation than other’ income fo1ms could cause retirees to seek more
wage income—through ‘active employment—and thus help protect
themselves against at Jeast some of the erosion in their standard of
living that hlgh level inflation must otherwise cause them to suffer.

_As far as the inflation trend is concer ned, the factors that combine:
to ploduce the hard core, 6 to 7 percent per annum rate are strongly
embedded in our economic structure and are increasingly intractable..
We think the inflation spiral entails horrendous consequences for the
elderly and for the programs on which they depend for income sup-
port and health care protection. We believe that theinflation trend can
still be restrained. However, we are not at all optimistic that the Con-
gress, the Exccutive, and all the various interests in the private.sector
have the will to do those things that are necessary to control this trend.
Indeed, the legislative h]story of the effort in th]s Congress to con-

tain hospltal costs—an attempt to which we have given wholehearted

support—is 4 record of a lack of resolve to-sav no to the special inter-
ests that are responsible for much of the inflation hard core. This
situation leads us to be less optimistic about prospects for favorably
a]terlng the inflationary trend than we-are about altering the early
retirement. and elderlv labor market participation trends.

What is critically needed now and what we hope these and future

heavings by this committee will foster is a blueprint for. a new aging
nolicv for the Nation. Right now. we would like to deseribe in some
detail our thinking on what this blueprint should look like.
. The sonrces of the income stream of the current elderly generation
are nmmerous. Earnings from work. public and private pensions and
annuities, nrivate savings. and income-producine assets are just a few.
The most important source, of course. is social security.

The relative importance of ‘each of these income sources, is verv
much a function of marital status and income level. Tables IIT; IV,
and V. which'were taken from an HEW survey of persons receiving
their initial social security benefit- awards 1n 1970, should serve to
illustrate this point.

TABLE [{1.—SHARES OF AGdREGAfE INCOME MARRIED MEN AND THEIR WIVES, 1970

[tn percent]
Social Private Public Asset

Income - . . security  Earnings  pensions  pensions income Other
$500to $1,499_________.____. S, ©-82 8 1 1 4 3
$1,500 to $2 499__ © 69 .18 2 2 6 5
82 500 to $34.99.. 57 21 7 3 8 4
$3,500 to $4,499. 48 22 12 6 9 4
$4,500 to $5,499__ 40 25 14 6 10 4
35,500 to 36,499 34 27 17 6 12 5
$6,500 to $7,499__ - 29 27 18 8 13 4
$7, 500 to 58 499 . 25 31 17 10 13 4
3850 . 23 33 18 8 14 4
:9,500 % 315,499. N 7 39 15 7 18 5
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TABLE {V.—SHARES OF AGGREGATE INCOME NONMARRIED MEN, 1970
" inpercentj -

Social Private Public . Asset
Income security Earnings pensi p Other
77 8 Q] 1 4 .10
62 15 3 3 6 12
46 19 10 6 9 n
37 18 19 8 9 g

29 18 26 9 12

(1) Less than 1 pct.
TABLE V.—SHARES OF AGGREGATE INCOM? NONMARRIED WOMEN, 1570
[In percent] )

Social Private Public _ Asset
Income security Earnings pensions pensions income Other
$500to $1,499_____.._...... eeeeees 7 3 "1 1 4 i
$1,500 to $2,499_. ) 62 16 .4 3 8 8
$2,500 to $3,499.. 45 23 9 5 8 8
$3,500 to $4,499... 35 25 14 7 13 6
$4,500 to $5,499_. 29 - 23 14 1n - 17 6
$5,500 to $€,499._ 23 A 12 }4 23 5

Although the weights of the different income components vary de-
pending upon such things as income class and marital status, one
thing is clear, social security—more precisely old age and survivors
insurance is the cornerstone of the income of the current elderly gen-
eration and is likely to remain so for future generations as well. But
that does not mean that OASI should not be changed. On the con-
trary, our associations believe that the existing program must be
changed incrementally over time until it becomes much less the social
insurance program it is today and much more a national pension
program. . : : - )

We are not suggesting some overnight radical alteration of the
existing program but rather a gradual evolution into something mark-:
edly different by nature and characteristic. This sort of change is
nothing new. OASI today differs radically from what it was originally
contemplated to be by Roosevelt’s Committee on Economic Security
and by the 1935 act itself. Over time, modifications have been made
which not only changed the level and nature of the benefits under
the p]r]ogram but the essential character of the social security system
asg well. : :

Perhaps the most fundamental revision in the system occurred with
the 1939 social security amendments. Those amendments marked a
turning point in the program’s historical development. Whereas the
original system stressed the insurance concept and the idea of indi-
vidual equity—that is, that.a person would get back from the system
at least as much as he contributed to it—these amendments stressed
coverage, welfare, and general “social adequacy’ goals. Certain de-
pendents and survivors of workers were brought into the system,
payments were scheduled to begin 2 years before they were originally
planned—before contributors had built up enough “individual eq-
uity”—and, perhaps most importantly, benefits were tied to average
earnings over a minimum covered period, thus breaking the link
between total lifetime contributions and benefit levels. Other changes
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over the years include: Liberalized benefit amounts with proportion-
ately larger increases for wage earners at the bottom of tEe earnings
scale; changes in the tax rates; changes in the nature of the benefits—
the addition to medicare, for example; the addition of an automatic
benefit escalator; and increases in the covered population to the point
where coverage under the combination of programs that we generally
refer to as social security is practically universal.

OrHErR PRIMARY SOURCES

The national pension program that we contemplate would have the
following basic characteristics.- First, the benefit formula would be
much more proportional and less weighted than the existing one in
order to relate benefit awards more closely to contributions. Second,
the system would, on average, replace not less than 60 percent of pre-
retirement income, in order to give the future elderly a good chance of
maintaining in their later years a standard of living comparable to
that achieved earlier. Third, two “general revenue” mechanisms would
be created that would act as economic “safety nets” for the system,
providing it with protection against the consequences of high-level
inflation and unemployment. Fourth, the program would continue to
be financed from payroll taxes and general revenues on a pay-as-you-
go basis with contingency reserve funds. Fifth, incentives that reward
work effort would be. present—for example, actuarially increased
benefits for those who elect to defer applying for benefits until after
age 65. Sixth, the earnings limitation, a serious work disincentive,
would be eliminated. Seventh, 65 would remain the age for full bene-
fits. Eighth, welfare and social adequacy benefit elements would be
phased out and placed elsewhere—or at least be deemphasized and
financed in a manner different from that of today—while primary
benefits would be increased in order to achieve the earnings replace-
ment - goal. Finally, coverage would either be universal or, to the
extent that it is not quite so, those employees outside the program would
end up subsidizing it. '

There are several reasons why we think the current social insur-
ance OASI program ought to be changed over time to more closely
resemble a true pension.or annuities program. First, there is a need
to sort out from OASI—and also from disability insurance *—the
“minimum-floor-of-income- protection” ‘function -and use instead the
supplemental security income program for that function. Historically,
the single instrument of social security has been used to try to accom-
plish the divergent goals of earnings replacement and minimum-floor-
of-income protection, and has thus not fully accomplished either.
Since we now have two separate instruments, namely OASI and SSI,
the sorting out of these two functions between these two instruments
would permit a more effective and less wasteful allocation of limited
resources. Qur financial resources are not increasing as rapidly as they
used to—because of declining productivity—and, in the future, we will
be allocating our resources among an elderly population that will have
vastly expanded.

1 We think the DI program ought to remain a social insurance program, although we
would have some suggestions for changes to remedy many of its present problems. However,
that subject falls outside the scope of this statement and will have to be examined sepa-
rately at another time. s :
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Second, as should be clear from our discussion below, the addition
of economic “safety nets” and the incidental introduction of “general
revenues” on a limited basis would provide the OASI program as it
evolves into a new pension program with protection against high rates
of inflation and unemployment and an expanded tax base. This would
be done in a manner less inflationary than that which the addition of
still more payroll taxes would entail. Third, removal of the earnings
test, a major work disincentive, would pave the way for the addition
of incentives to employment and would, in the process, change the
nature of the existing OASI program. Fourth, changes in the mix and
magnitude of benefits of the existing program to emphasize more
individual equity and less social adequacy or welfare would, we hope,
alleviate much of the increasing dissatisfaction with the benefit struc-
ture that is heard from working women and single persons. Finally,
our suggestions for a “carrot and stick” approach to the achievement
of universal coverage under a new national pension program would,
we believe, end up with our either having achieved that goal, or with
our having placed persons electing to remain outside the national
program in a position where they end up providing the program with
a revenue subsidy. In other words, those groups that are still outside
the present QOASI program would still have the option of choosing,
but would not be to their financial advantage to remain outside the
program.

Although we speak of OASI and ultimately a new national pension
program as the major component—the cornerstone—of the future in-
come stream of the elderly, we do not wish to ignore the other primary
retirement systems that exist, such as the civil service. and other retire-
ment systems of the Federal Government and the approximately 6.000
existing State and local public employee systems. Many of these State
and local systems, of course, are already integrated with social security
and obviously would be changed as social security changes over time.
‘With respect to the nonintegrated, primary State and local pension
and annuity systems, there is a movement toward consolidating
smaller—and usually financially weaker and/or less generous—State
and local systems into larger county, regional, or statewide svstems,
‘We would expect that trend to continue. However, we would also ex-
pect many of these nonintegrated systems, under the influence of the
“carrot and stick” approach to achieving universal coverage under the
new national pension system, to be closed off and eventnally wither
away.

Some problems that are presently with us would disappear auto-
matically if changes we recommend for QASI as part of our concept
of a national pension system are adopted. For example, it is possible
today for a public employee to earn a pension or annuity under a
separate Federal, State, or local system and then work just long enongh
in social security covered employment to become fully insured. This
person contributed the bare minimum during that time, but still ends
np with a minimum social security benefit that is totally unrelated to
his contributions and that was originally intended for low-income
earners or persons having had sporadic attachment to the labor force.
These windfalls are a drain on the system. However, if a proportional
benefit structure were phased into OASI as part of the new pension
program, no one would ever get more than ah amount strictly related

36-780—T79——3
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to what he contributed. To help the lower income workers or the.
worker who had only sporadic attachment to the labor market, the
SSI program, responsible for performing the minimum-floor-of-
income protection function, would provide additional income assist-
ance. SSI would screen out higher income employees from the cate-
gory- of eligibles and eliminate the windfall E))eneﬁt, problem,

. Private pension plans, and other savings and retirement income
instruments like Keogh plans and IRA’s would continue to be looked
to in the future as a source for supplementary income during the later
years of life. We believe this committee ought to look separately at
the problems and issues involved here. The area is enormously broad
ind complex. We would, however, like to raise one issue at this point.
While private pension plans cover around 50 percent of current work-
ers, the rest are not pension plan participants and cannot reasonably
count on having a private pension in their future income stream. If
there is such a component at all it would, under the present scheme of
things, have to come from an IRA or a Keogh plan. To try to fill the
gap, our associations have recommended thé establishment of a sup-
plementary pension plan program whereby employers who do not have
pension plans of their own could contribute on’behalf of their em-
ployees—and receive certain tax advantages as an inducement to do
so—to a central clearinghouse, perhaps administered by SSA. This:
central clearinghouse could accumulate-the pension credits for those
workers on whose behalf the contributions are made. This central
clearinghouse would also have to have “bridges” to private pension
plans and other elements in this income tier to allow transfers.of
credits that would accommodate worker mobility. A .

Before leaving the subject of the sources of supplements to the in-
come stream of the future elderly we would like to add a few thoughts.
‘that the committee might explore. Some of the components of the
future elderly’s income we would expect to be the same as some of
those of the present generation, as, for example, income from savings.
and other income-producing assets. There would also be an earned
income component and we would hope and expect that that component
would actually expand in size and weight among the various.
components. » . ] )
We would, however, expect some components to be drastically
changed and new ones added. For example, our associations are ad-
vocating that limited amounts of inflation-proof bonds be made avail--
able to small savers. These bonds would, unlike present ones, guarantee:
a real rate of return. As a possible new income source, our associations
have begun to examine the question of whether it is possible for older-
persons to turn homes that they own into a steady source of income
and still retain those homes during their lifetime. The concept is.
Eefel"fed to as reverse mortgage and is one that ought to be explored in
etail. . . _ :

Waar Muost Be Done To CHANGE WHAT Exists INTo WHAT Is DESIRED:

Despite the enactment of the Social Security Amendments of 1977,
the issue of social security financing is still very much with us.! One-
of the factors motivating the action by the administration and the-
Congress to' cut income taxes now is the -economic need to offset the:

1 See appendix 1, item 1, page 335 for historical account.



social security payroll tax increases that occurred this year and the
even larger ones that are scheduled for next year. Qur associations
are opposed, as a matter of public policy, to increasing social insurance
payroll taxes on the one hand and cutting income taxes on the other.

First, such a policy will increase the share of Federal Government
revenue derived from a tax mechanism that is basically regressive—
except to the extent that the regressivity is relieved by devices such
as the earned income credit—relative to-that derived from more pro-
gressive tax mechanisms. s

Second, at a time when continued reduction in unemployment is still
an economic goal, it makes little sense to discriminate against labor by
enacting legislation that schedules enormous increases in payroll
taxes for years into the distant future. Higher payroll taxes increase
the cost of labor—relative to the cost of capital—and make reducing
unemployment that much more difficult. e

Third, some households will end up losing more from payroll tax-
increases than they will gain from income tax cuts; households not
subject to payroll tax increases will gain a windfall via those income
tax cuts. Finally, and most importantly, payroll tax increases are
more inflationary relative to some other choices available for dealing
with social security’s financial troubles. : '

Rather than scheduling enormous increases in payroll taxes to shore
up social security, it seems to us that it would have made better sense
and created fewer problems to have introduced some “general rev-
enues,” on a limited basis and for narrow and highly specific pur-
poses, into the cash benefit programs to deal with the system’s short-
term financial imbalance problem. The excess of outgo over income—
a situation that has existed since 1975—is primarily attributable to
the impact that elevated rates of inflation and unemployment have
had on the social security programs. The system is extremely vulner-
able to what goes on in the economy. Since benefits move up auto-
matically with inflation, the higher the inflation level, the higher the
outgo from the system. As consumer purchasing power declines—as
a result of inflation, higher taxes, et cetera—unemployment increases
and payroll tax contributions to the system fall below anticipated
levels. The public policy answer to the social security financial im-
balance should have responded, but in our view did not, to the economic
causes of the problem. The system remains, even after last year’s
legislation, vulnerable to the impacts of adverse economic develop-
ments. : .

In order to protect the system from these adverse impacts, our
associations have, since 1975, recommended that certain “general rev-
enue” safety net devices be introduced as adjuncts to the financing
mechanism that supports the programs. First, we advocate a limited—
and hopefully temporary—use of general revenues to fund a portion
of the cost of automatic benefit increases to the extent that those in-
creases exceed a specified level—for example 4 percent. As the rates
of inflation and unemployment decline and the difference between the
rate of inflation and the rate of increase in average covered wages in
social security covered employment increases, the annual general
revenue contributions should gradually phase out automatically. In
addition to this proposal, we endorsed the proposal advanced by the
administration last year that would have used general revenues to
replace income lost to the social security system as a result of unem-
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ployment rates in excess of 6 percent. As unemployment declines
below that figure, the annual general revenue contribution for this
purpose would also phase out automatically.

Two Uskes or GENERAL REVENUES

We wish to make it clear that our associations continue to espouse
these two uses of general revenues for the cash benefit programs. First,
those two devices will serve to protect the system from the two-fold
threat posed by the high rates of inflation and unemployment over the
long term. Second, they would also assist sound financial planning for
future payroll tax needs by assuring a minimum amount of income to
the svstem each year and by assuring that the payroll tax mechanism
would be called upon to fund the cost of automatic benefit increases
only up to a specified maximum level. The annual cost of automatic
increases in excess of that level would come from the general funds.
Third, by desensitizing the social security system to adverse economic
developments, not only would the system be better protected, but ben-
eficiaries and workers would have better assurance of its ongoing via-
bility. Fourth, by introducing general revenues into the cash benefit
programs, some of the inflation and unemployment pressures that
payroll tax increases produce could be avoided. Finally, some of the
revenue potential of the payroll tax mechanism would be “freed up”
for the purpose of funding the costs incidental to the national pension
program that we would like to see brought into being in the future.
We would add that, until a new financing source such as we have
advocated is introduced into social security, fundamental improvement
of OASDI is going to be very difficult if not impossible.

We do not wish to leave this topic without some comment on the
source of the “general revenues” which we propose to use for social
security purposes. In our view, these general revenues can come from:
(1) Increased and nonearmarked revenue derived from existing or
new tax mechanisms: (2) deficit financing from the sale of Federal
securities; and (3) the shifting of expenditure priorities within the
context of the Federal budget.

To the extent that the general revenues are needed in any year. the
choice of source(s) for those funds should be made in the light of the
needs of the economy at that time. We hasten to add that since our
associations believe the Federal budget ought to be balanced over the
business cycle, no single source for the general revenues should be
relied upon year after year.

In view of the foregoing, it should be clear that our associations
helieve that, by choosing to rely almost exclusively on payroll tax
increases to deal with the short-term financial imbalance of the social
secnrity system, the Congress made a serious mistake. We felt com-
pelled to acquiesce in what the legislative process produced in order to
avoid the interruption of benefit payments—the DI trust fund was
projected to run out of assets next year. Nevertheless. as a matter of
first priority and as a first step in making the transition necessary to
accommodate the future elderly with respect to their primary income
source needs, we urge new legislation to introduce general revenues
into OASDI as a substitute for at least some of the payroll tax in-
creases scheduled under current law.

If our recommendations continue to be ignored, and FICA payments
become larger and more visible on the pay stubs of current workers, a
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serious antipayroll tax revolt could occur that might, in turn, generate
increasing political support for meat-ax-type benefits cuts. Those who
stand firmly committed to payroll taxes as the sole means of financing
social security—on the specious grounds that it introduces discipline
and restrains benefits increases—are, because of the rigidity of this
stance, helping to set the stage for the antipayroll tax reaction that
our associations would like to avoid.

As we have indicated, we wish to see everyone covered under the
nationwide pension program that we would like to see brought into
being in the future. To achieve that cbjective, we recommend a “carrot-
. and-stick”. approach. We reject the crude approach of simply man-
dating coverage for all those employees who are outside the system on
a date certain.

Aside from potentially serious adverse financial impacts on OASDI
that could result from wholesale withdrawals by employee groups
presently covered on a voluntary basis, existing coverage exclusions
and voluntary coverage and termination options under the current
system have significant policy implications. On one hand, some public
employee groups that have not elected or cannot elect social security
coverage are able to obtain “fully insured” status through supple-
mental or seasonal employment and can expect to retire with a benefit
heavily weighted in their favor in addition to their own stafl retire-
ment benefit. While there may be nothing wrong with “double dipping”
if benefits are strictly related to amounts contributed to different sys-
tems—and there are no subsidies involved—there certainly is some-
thing wrong with giving windfalls to a select class of persons who find
themselves uniquely situated to take advantage of things—like the
minimum benefit—that were never intended for them.

On the other hand, we recognize that there are substantial incentives
for public employee groups even now to come into social security and
reserve the option to withdraw. Social security benefits are increasingly
valuable; that is, indexed fully for inflation and completely portable.
By entering the system, benefit rights can be obtained quickly with
the cost spread over all covered employment. After dropping most of
these costs on the system, and after having participated just long
enough for most of a covered group to acquire fully insured status, the
option to terminate can look attractive. Since old-age benefit rights
for fully insured individuals are not affected by a termination, those
terminated contribution amounts can be accumulated for the purpose
of providing a supplementary, age-related benefit under a separate
system that more than offsets the amount by which the social security
benefit would be reduced because of the years of noncontribution fol-
lowing termination. Not only do these individuals derive a significant
advantage from social security’s weighted benefit formula, but they
can also expect to obtain the advantage of subsequent liberalizations
in the cash benefit—OASDI—and hospital insurance—HI—programs.
The financial burden falls on everyone else in the system. ‘

Risks oF TERMINATION

But termination, of course, has its risks. First, failure to continue
contributions may result in a loss of disability protection and impair
currently insured status for certain survivor benefits, lump-sum death
payments, and chronic renal disease protection under the HI program.



252

Second, if, after termination, a separate public employee system is
established which attempts to guarantee that benefits to be paid will
“never be less than the amount that would have been paid if social se-
curity coverage had been continued, the guarantee may not be kept
with respect to those not fully insured at time of termination. Con-
sidering the degree to which social security and medicare benefits
have been liberalized and extended in the past, and especially in view
of the automatic cost-of-living benefit increases under present law, the
cost, consequences may undermine any separate system guarantee.

Third, for those members who are not fully insured at the time of

“termination, and for new workers subsequently hired, withdrawal may

mean that they may never be insured for retirement, survivor, dis-
ability, and HI benefits. Once a jurisdiction opts out of the system
under present law, it cannot come back in. Moreover, as time passes,
the number of quarters of coverage required for fully insured status
will continue to increase to 40, thus making it increasingly difficult for
young or future public employees to obtain benefit rights.

In our view, and from the point of view of national policy, there is
little that can be said in favor of withdrawal, and what can be said is
clearly outweighed by the likely diminution in benefit and cost-of-
living protection for current and future public employees affected by
the decision to terminate. Therefore, action ought to be taken to
strengthen the disincentives to withdraw and increase the incentives to
enter the system on the part of at least those who are presently free to
do so. Conceivably, current law could be changed to eliminate the right
to withdraw on the part of covered groups already participating in
social security. However, such a change would entail substantial
}fega.l—a.nd even constitutional—problems and certainly would not be

air,

Therefore, we first suggest that the employees of participating cov-
ered groups should be given the opportunity to vote in a referendum
on withdrawal—if a jurisdiction elects to withdraw—even if such a
referendum cannot be made binding on participating jurisdictions and
even if it has to be conducted by the Federal Government. Employees
‘must be provided with the information necessary to make an informed
judgment and be given the right to express themselves.

Second, with respect to the public employee groups which may enter
the system in the future, the terms of coverage agreements should spec-
ify that the option to withdraw is subject to approval by a two-thirds
vote. .

Third, benefits should be frozen as of the time of withdrawal for
those who elect to opt out.

Fourth, the introduction of some general revenue financing into
social security would act as both the incentive to come into the system—
in the case of those who are not presently in-—and as a disincentive to
withdraw, on the part of those already in on a voluntary basis. To the
extent that any such general revenue come from income taxes, those
who elect to remain outside this system will end up paying for some-
thing they cannot receive.

Fifth, the phasing-in of a new benefit formula that would be pro-
portional or nearly so and would replace not less than 60 percent of
a worker’s average monthly indexed earnings amount—under the new
decoupled approach in calculating future benefits—would result in a

_ benefit reasonably related to contributions and in the process eliminate
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‘minimum and weig%lted benefit windfalls that presently can go to
persons who spent their careers in non-social security covered employ-
ment. Greater correlation between benefits and contributions coupled
with the introduction of limited amounts of general revenue wo
leave groups that are outside the system or leave the system at a dis-
advantage. Finally, the fact that the number of quarters of coverage
required for fully insured status under social security is increasing
automatically means that persons who try to split their employment
between social security and some other system but who spend less than
10 years in social security covered employment, will have made 10
years’ worth of contributions to the system and still be ineligible for
most—and perhaps all—benefits. )
As we follow this kind of a “carrot-and-stick” approach, we must, of
“course, give to those groups—that is, Federal employees who are pres-
ently excluded from social security and could not come in even if they
wanted to—at least the option of coming in. If they wish to remain out,
that decision is up to them, but they will pay a price for it in terms of
subsidies they will be making to the one big program. :

IssuEs FOR CONSIDERATION

We do not wish to leave this subject without commenting on some of
the issues that would have to be considered if the Congress were to pro-
ceed to mandate coverage for all public employees not- presently in
the system on a date certain, rather than following the incentive/
disincentive approach that werecommend. First, there may be consti-
tutional impediments—in the light of the League of Cities decision—
although that is not likely.* Second, jurisdictions with employees not
covered by social security have separate pension or annuity systems
designed without taking social security benefits into account. Gen-
erally, benefits-and contributions-are high; if social security were
then simply added as a supplement, benefits and contributions for both
employees and units of government would likely be excessive. More-
over, since some States have constitutional prohibitions against reduc-
tions in retirement benefits—like, for example, the State of New
York—those benefits could not readily be reduced.?

To us, the only reasonable means for mandating universal cover-
age would be to mandate such coverage only for new employees hired
after the effective date of the provisions of the necessary legislation.
States and localities that are not participating in social security
would have to be given reasonable time to establish new career retire-
ment’ programs—for those hired after the: effective date—that take
into account social security as a first benefit tier. The old systems
would have to be closed off with respect to employees employed by
those jurisdictions prior to the effective date of the mandatory cov-
erage. They and those already retired would receive their benefits
from the preexisting system during their lifetimes.

The present OASDI programs, we have said, contain pension, wel-
fare, and “social adequacy’ elements, all of which are reflected in
the system’s benefit structure .and formula. The minimum benefit is
clearly a welfare element. Spouse and survivor benefits fall in the
more general social adequacy category. Certainly, benefits have less

1 See app. 1, item 3, page 340, for discussion o2 this point. ,
3 See app. 1, item 2, page 337, for full discussion of this issue. -
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to do with amounts actually contributed to the system than with the
size of the OASI or DI recipient’s family. '

Under a pure pension or annuity system, however, benefits are
always strictly related to contributions. Individual equity is strongly
emphasized. Since our associations advocate evolving OASI into a
pension program in which individual equity would be given much
greater emphasis than it is under the current program, it follows
that we would tend to favor changes in the mix and magnitude of
current benefits as well as change in the benefit formula as statéd
earlier. This committee, which had a task force look at the issue of
women and social security in 1975, recognizes that there is increasing
pressure building for changes in the structure of social security bene-
fits. Much of the inequity now being perceived in the existing struc-
ture stems from assumptions made during the early years of the
system’s evolution. The fundamental one was that the man is the
breadwinner who is responsible for the support of his wife and chil-
dren, and that the woman is the homemaker and a dependent. Over
time, the traditional role of women has changed to include substantial
periods as a wage earner. That social security does not adequately
recognize the overlap occurring in the roles of the woman is & source
of dissatisfaction that is Increasing, especially now since women are
entering the labor force in increasing numbers—and thus earning
social security credit—partly to offset the effect of inflation on family
Income purchasing power and standard of living.

Under present law, a woman as the spouse of a fully insured
worker, is entitled to 50 percent of her husband’s primary Insurance
amount, even though she may have made no contributions to the sys-
tem. A woman worker beneficiary is entitled to a benefit based on her
Own average earnings. Any spouse benefit to which she is entitled on
her husband’s record is reduced by that amount. In effect, she receives
the larger of the two. However, if she is entitled to a benefit of her
own record she derives an expanded degree of protection for herself,
her spouse and children—especially in light of the Goldfard decision
and that line of cases.

There are other factors that oueht to be mentioned. Most working-
women are employed in lower paid occupations and industries. More-
over, many women periodically leave the labor force to raise children,
but those years of nonlabor force participation are included in the
computation of benefits. Consequently, the average earnings of women
tend-to be much lower than those of men and often female wage earners’
benefits turn out to be little more than what they would have gotten as
spouses. It is not difficult. therefore. to understand why working-
women often feel that they receive little or nothing for the taxes they
paid, since nonworkingwomen can often obtain approximately the
same benefits without having paid anything.

Fasmwy ProrrcrioN IxEQUITIES

While the major purpose of social security as structured is family
income protection, the focus in the determination of benefits is the
individual, earnings, and status in the family. This can result in other
perceived inequities. A working husband and wife may contribute more
to social security than a single worker whose income is equivalent to
their combined earnings. It has been shown that when the combined
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earnings of a couple are below or slightly above the taxable maximum
for one worker, the sum of the benefits to which they are entitled is
usually smaller than the sum of the benefits to which a man, whose
earnings are equivalent to their combined income, is entitled coupled
with his nonworking wife’s spouse benefit.

It logically follows from our call for the evolving of OASI into a
national pension program with emphasis on individual equity and the
carnings replacement function and our call for the sorting out from
social security of other functions and making them the responsibility of
other programs, that some existing benefits should be phased out of the
OASTI program over time and cease to exist under a new pension pro-
gram. For example, pension and annuity systems award benefits as a
form of deferred compensation to workers and relate those benefits to
contributions. The benefit formula usually takes into account both
average earnings and time spent in employment covered by the pro-
gram. While a survivor option is generally available along with a
lump sum payment if the worker dies before eligibility requirements
are met, there generally is no separate survivor benefit or other deriva-
tive, family protection type of benefits and, if there are, the worker
generally has to “buy” them by paying more in contributions.

The national pension program we have recommended would end
up paying primary benefits to future retired workers that would be
much larger than what would be paid if the present system were to be
continued. Workers and work effort would be rewarded. A survivor
benefit option would of course he available. However, other derivative
benefits under the existing system would be phased out of such a pro-
gram gradually over time so that no one has hisor her benefit expecta-
tions defeated. That would require, for example, that only persons
who become contributors for the first time after a different benefit
structure were enacted would be denied the derivative benefits available
under current law. Obviously, that entails enormous leadtime and
transition. but it is only fair since persons who are working at the time
any such legislation is enacted would have already been contributing
in the expectation that they and their family members would be en-
titled to the benefits existing under current law.

This idea of phasing out derivatives benefits would not mean that
such benefits need necessarily vanish. They could simply be in place
elsewhere—perhaps in the SSI program—and funded from general
sources. But if they are retained under a national pension program,
which would not then be a pure pension program, then the financing
for those separate benefits ought to come from something other than
payroll tax contributions of noneligible contributions, like single
persons who have no spouse to be eligible for spouse benefits but who
pay as much under current law as a similarly situated worker with a
nonworking spouse.

NEED FOR S:m00TH TRANSITIONS

Our associations realize that much thought must be given to the
issues that changes in the benefit structure necessarily entail and we
anxiously await recommendations in this area by the Social Security
Advisory Council and other commissions that are now being set up
to study retirement income support programs and social security, we
must emphasize, however, one important matter that we have men-
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tioned: repeatedly—the need for smooth transitions. We are not in
favor of introducing significant changes that penalize persons by
defeating their reasonable benefit expectations.t

Our associations also contemplate other major changes in OASI
but have made reference to most of these elsewhere. For example,
we believe that social security benefits ought to be increased actuarially
for persons who elect to forgo applying for benefits until after age
65. We also believe that the earnings limitation should be eliminated
with respect to primary benefits. However, to the extent that deriva-
tive benefits remain under the system the earnings test would have
to continue to apply to them; otherwise we could have situations
where a man under 60 and working full time, but with a dependent
child, ends up receiving a survivor benefit on the death of his wife
even though he is not at home caring for that child.

-Before leaving the general subject of primary retirement -systems
and turning to SST and the means-tested programs, we wish to. com-
ment on the automatic cost-of-living mechanism that is used to adjust
OASDI and SSI benefits. We consider it deficient in two respects.

First, it is not timely enough to prevent a gradual erosion in benefit
purchasing power, especially during periods of rapid inflation. Under
current law, social security and SSI benefits are adjusted only once
a yl(f,ar to reflect increases in the CPI which have occurred much
earlier. , :

Second, the CPI currently used to measure price increases and
adjust benefits does not accurately reflect the impact of inflation on
elderly budgets. The elderly’s expenditures for basic needs and neces-
sities, as compared to other consumers, are concentrated in areas where
some of the sharpest price increases have occurred—housing, medical
care, fuel, and food. .

We should point out that although we think the use of the new
urban consumer index will be better for the elderly because it includes
the expenditure patterns of old people and of other low-income groups,
we will not be certain until we have more experience with it. In the

‘10ne of the more recent and outrageous examples of this fallure to provide smooth
transition occurred in connection with the 1977 Social Security Amendments’ elimination
of the “monthly aspect’” of the earnings test. Prior to this year, persons could collect full
bénefits for any month in which they did not render “substantial services” in self-
employment or did not earn more than one-twelfth of the annual earnings limit, regardless'
of their total yearly income. These months are referred to technically as “ponservice’
months, .

Last year’s bill changed all this. Beginning Jan. 1, the protection 6f the monthly
aspect was eliminated (leaving only the annual test)—except for the first year of a per-
gon’s full retirement., The monthly aspect of the earnings limit was preserved during the
first year of retirement in order to protect those who work part of the year but then retire
expecting to receive benefits for the rest of the year, from losing those expected benefits
because of the salary or wage income earned earlier in the year—a result very likely to
occur if only the annual earnings limit'is appled.

As if this were not bad enough, the Social Security Administration (SSA) has inter-
preted last year’s change in a manner that effectively denies the ‘“‘first-year-of-retirement,
monthly aspect protection” to many persons who retired this year or in the next few
years. In effect, SSA has said that the first year in which a person, otherwise eligible for
social security, has a nonservice month is that person’s first year of retirement—even
though that was not his first year of actual retirement and even though that first year
wag a year prior to 1978, the effective date of the change of the law.

Thus, in the case of an active teacher who was able to collect benefits for the summer
months of 1977 because her earnings in each month did not exceed one-twelfth of the annual
exempt amount but who did not actually retire until July of 1978, 1977 would be con-
sidered her first year of retirement for purposes of the monthly aspect because that was
the first year in which she had a nonservice month. In 1978, the first year of actual retire-
ment, only the annual test would apply and that might well cause her to lose all or part of
the benefit she expected to receive in the months after she actually stopped working. The
number of persons who have suffered a loss of expected social security benefit income as a
resutl of this SSA interpretation and last year’'s change in the law is estimated at 250,000.
NRTA and AARP are challenging this and are seeking remedial legislation.
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first month of publication, the unrevised CPI increased at an annual
rate of 5.3 percent, the revised CPI at an annual 6.6 percent, and the
new urban index at an annual rate of 7.3 percent. Again, this is
only 1 month of experience but it appears that what index is used
and when it is used will matter significantly. The inflition impact
study which our associations will be obtaining from Data Resources,
Inc., will hopefully shed some light on this subject and be useful in
devéloping and supporting appropriate legislative remedies.

NeEw ApsustiNG MECHANISM

To correct the two deficiencies outlined above, our associations
support legislation, S. 1243, introduced by Senator Church, that would,
first, authorize the development of a special CPI for the elderly and,
second, make the social security and SSI adjustment mechanism
more responsive during periods of rapid inflation triggering semi-
annual cost-of-livinig adjustments whenever the CPI exceeds a high
annual rate. ‘ .

The new adjustment mechanism would shorten the time that elapses
between the measuring period-and benefit increase. Qur associations
appreciate Senator Church’s continuing leadership in this area of
protecting the elderly’s benefits from the impact of inflation -and
strongly supported his efforts to gain acceptance of his bill during
congressional debate on the 1977 Social Security Amendments. - .

The elderly population in this country can generally be described
as a low-income group associated with a high incidence of poverty
when compared to the income and poverty status of both their younger
counterparts and the population as a whole. It is true that the findings
of various Government studies on levels of income and prevalence of
poverty among the elderly differ substantially. For instance, while
both the Census Bureau and. Congressional Budget, Office compile
statistics on the incidence of poverty and use the same income thresh-
olds in definining poverty, the findings of: each report differ mark-
edly based on whether certain in-kind benefits are included as incpme.

Definitions of the poverty threshold also vary among Government
reports making a consistent measurement of income. adequacy diffi-
cult. The Census Bureau utilizes two thresholds: “poor,” defined as the
absolute minimumn amount of income necessary for subsistence liv-
ing—in 1977, the poverty cutoff for elderly individuals was $2,906
and for elderly couples $3,666—and “near poor,” defined as income
slightly—25 percent—above the poverty threshold but still not con-
sidered adequate. The Bureau of Labor Statistics annually publishes
yet another income adequacy index which lists required budgets for a
retired couple at three different standards of living.

Despite all these disparities in the measurements of poverty and
the definitions of income adequacy for the elderly, certain characteris-
tics and trends are quite evident. First, substantial progress has been
made over the last decade in reducing poverty—especially for the
elderly population. According to recent Census Bureau data as outlined
in table VI, the poverty rate among the elderly has been cut from a
rate of 29.5 percent in 1967 to 14.1 percent in 1977. In contrast, the
poverty rate among the general population only fell from 14.2 percent
to 11.6 percent over the same period. ‘ :



TABLE VI.—PERSONS BELOW THE POVERTY LEVEL BY FAMILY STATUS, SEX OF HEAD, AND RACE: 1959 TO 1977
[Numbers in thousands. Persons as of March of the following year. For meaning of symbols, see text)

Number below poverty level Poverty rate
Total In families Total In families
Unre- Unre-
Related Other lated Related Other lated
Year, race, and sex All 65 years children family indi- All 65 years children family _indi-
of head persons  and over Total Head under 18 members viduals persons  and over Total Head under 18 members viduals
ALL RACES
24,720 3,177 19, 505 5,311 10, 028 4,165 5,216 11.6 14.1 10.2 9.3 16.0 5.9 22.6
24,975 3,313 19,632 5,311 10, 081 4,240 5,344 11.8 15.0 10.3 9.4 15.8 6.0 24.9
5, 3,317 20,789 5, 450 10, 882 4,457 5,088 12.3 15.3 10.9 9.7 16.8 6.4 25.1
23,370 3,085 18,817 4,922 9,967 3,928 4,553 11.2 14.6 9.9 8.8 15.1 5.7 24.1
24, 260 3,308 19, 440 5,109 10, 196 4,135 4,820 11.6 15.7 10.2 9.2 15.5 6.0 25.5
22,973 3,354 18,299 4,828 9,453 4,018 4,674 1.1 16.3 9.7 8.8 14.2 5.9 25.6
24, 460 3,738 19,577 5, 075 10, 082 4,4 X 11.9 18.6 10.3 9.3 14.9 6.6 29.0
25,559 4,273 20, 405 5,303 10, 344 4,757 5,154 12.5 21.6 10.8 10.0 15.1 7.2 31.6
25,420 4,709 20,330 5,260 10, 235 4,835 5,090 12.6 24.5 10.9 10.1 14.9 7.4 32.9
24,147 , 787 19,175 5,008 , 501 4,667 , 972 12.1 25.3 10.4 9.7 13.8 7.2 34.0
4,632 20, 695 5,047 10,739 4,9 4,694 12.8 25.0 11.3 10.0 15.3 1.8 34.0
27,769 5,388 22,71 5, 667 11, 427 5,677 4,998 14.2 29.5 12.5 11.4 16.3 9.1 38.1
28,510 , 11 23,809 5,784 12, 146 5,879 4,701 14.7 28.5 13.1 11.8 17.4 9.5 38.3
. N 25,614 6, 200 8 6,5 4, 810 15.7 NA 14.2 12.7 18.4 10.5 38.9
33,185 NA 28,358 6,721 14, 388 7,249 4,827 17.3 NA 15.8 13.9 20.7 11.8 39.8
36, 055 NA 30,912 7,160 15,736 8,016 5,143 19.0 NA 17.4 15.0 22.7 13.3 42.7
36,436 NA 31,498 7,554 15, 691 8,253 4,938 19.5 NA 17.9 15.9 22.8 13.8 4.2
38,625 NA 33,623 8,077 16, 630 8,916 5, 002 21.0 NA 19.4 17.2 24.7 15.1 45.4
39,628 NA 34,509 8,391 16, 577 9,541 5,119 21.9 NA 20.3 18.1 25.2 16.5 45.9
39, 851 34,925 8,243 17,288 9,394 4,926 22.2 NA 20.7 8l.1 26.5 16.2 45,2
39,430 5,481 8,320 17,208 9,034 X 22.4 35.2 20.8 18.5 26.9 15.9 46.1
16, 416 2,426 12, 364 3,540 5,943 2,882 4,051 8.9 11.9 7.5 7.0 11.4 4.6 20.4
16,713 2,633 12, 500 3, 560 6,034 2,906 4,213 9.1 13.2 1.5 7.1 1.3 4.7 22.7
17,770 2,634 13,799 3,838 6,748 3,212 3,972 9.7 13.4 8.3 1.7 12.5 5.2 22.7
15,736 2,450 12,181 3,352 6,079 2,750 3,555 8.6 12.8 1.3 6.8 11.0 4.8 21.8
16, 290 2,642 12,517 3,482 6,180 2,8 3,773 8.9 13.8 1.5 7.0 1.2 4.7 23.2
15, 412 2,698 11,412 3,219 5, 462 2,731 3,730 8.4 14.4 6.9 6.6 9.7 4.5 23.7
16,203 3,072 2,268 3,441 5,784 3,043 3,935 9.0 16.8 7.4 .1 10.1 5.1 21.1
17,780 3,605 13, 566 3,751 6, 341 3,474 4,214 9.9 19.9 8.2 1.9 10.9 5.8 29.6
17,484 3,984 13,323 3,708 6,138 3,477 4,161 9.9 22.5 81 8.0 10.5 5.9 30.8
16, 659 4,052 12,623 3,575 5, 667 3,381 4,036 9.5 23.3 1.8 1.7 9.7 5.8 32.1
17,395 3,939 X 3,616 6,373 3,5 3 10.0 23.1 8.4 8.0 10.7 6.3 32.2
18,983 4,646 14, 851 4, 056 6,729 4, 066 4,132 11.0 21.7 9.2 9.0 11.3 1.2 36.5
19, 290 4,357 15, 430 4,10€ 7,204 4,120 3,860 1.3 26.4 9.7 9.3 12.1 7.4 36.1




22,496 NA 18508 4,824 8, 595
24,957 NA 20,716 5, 258 9,573
25,238 NA 21,149 5, 466 9,749
26,672 NA 22,613 5, 88 10, 382
27, 890 NA 23747 6,205 10,614
28, 309 NA 24,262 6, 115
28, 484 4,744 24443 6,185 11,38
8,304 751 7,141 1,7 4,08
8, 262 680 7,132 1, 751 4,047
8 107 683 6,930 "6l 4134
7,634 625 b, 636 1,570 3,888
7,970 665 6,923 1,627 4,016
7,831 656 6, 887 ' 3,991
8,257 666 7,309 1,634 4,298
7,780 668 6,839 1,552 4,003
7,936 725 7, 007 1,552 4,097
7,488 735 6, 552 1,433 3,834
994 693 " 149 1,431 4,366
8, 786 782 7,920 1,611 4,698
9,220 757 8,379 1,678 4,922
9,673 NA 8, 852 1,719 5,227
10, 689 nf\\ 13, i;gg } 397 5,793
, X 1902 6,163
11198 NA 10349 2, 088 5 942
11,953 NA 11,010 2,150 6, 248
11,738 NA 10,762 5! 5,963
1, 542 NA 10,663 2128 6, 059
11, 006 737 1019 213 5, 822
7,72 701 6, 667 1,637 3,850
7,595 644 6,576 1617 3,758
7,545 652 6, 533 1,513 3,884
7182 591 6, 255 1,479 3,713
7,467 626 6, 506 1,530 3,819
7,388 620 6, 560 1,527 3,822
7,710 640 6, 841 1,529 4,025
7,3% 623 6, 530 1, 434 3,836
7,548 683 6, 683 1, 481 .
7,095 689 6, 245 1, 366 3,677
7,616 685 6,839 1,366 4,188
8 436 715 7.677 1, 555 4, 558
8,867 722 1030 1,620 4774
9,927 m 9,112 1,860 5,022

4,019 12.2 NA 10.5 -10.2 12.8 8.2 3.3
3,088 13.3 NA 1.7 11.1 14.4 9.2 38.1
4,241 14.9 NA 13.2 12.2 16.1 10.8 40.7
4,089 15.3 NA 13.6 12.8 16.5 1.0 42.0
4,059 16.4 NA 14.7 13.9 17.9 12.0 42.7
4,143 17.4 NA 15.8 14.8 18.7 13.3 43.2
4,047 17.8 NA 16.2 14.9 20.0 13.3 43.0
4,041 18.1 331 16.5 15.2 20.6 13.3 4.1
1,165 29.0 34.9 28.1 26.5 38.8 15.7 35.9
1,131 29.4 32.7 28.2 26.4 38.3 16.5 39.5
1,116 29.3 34.0 28.0 25.3 38.9 15.6 40.9
99 28.3 32.5 27.2 25.1 3.1 15.5 38.0
1,047 29.5 34.7 28.4 26.0 38.4 16.7 40.0
44 29.6 35.5 28.8 2€.2 38.3 17.4 37.8
948 319 37.5 3L0 27.7 41.3 19.0 40.9
941 30.9 38.4 29.7 27.4 38.7 18.2 44.9
929 32.0 46,2 30.7 28.1 39.6 19.5 46.7
936 3L.0 48.1 20.6 26.9 37.7 19.4 45.5
845 33.5 46.6 32.4 28.2 41.6 20.9 45.7
866 37.2 51.0 36.3 32.1 44.9 25.3 48.2
841 39.8 53.4 38.9 33.9 48.2 21.7 §3.1
791 41.7 NA al.1 35.0 50.7 30.2 50.0
439 47.1 NA 46.8 39.7 57.3 35.3 50.7
902 49.6 NA 49.1 40.0 61.5 35.7 55.0
849 5L O NA 50.5 43.7 €0.9 38.9 58.3
943 55.8 NA 55.3 48.0 66.4 43.2 62.1
976 56. 1 NA 55.6 49.0 65.7 4.8 62.7
879 85.9 NA 55.7 49.0 66.6 43.3 69.3
887 56.2 60.8 56.0 50.4 7 2.5 57.4
1,059 31.3 36.3 30.5 28.2 41.6 17.4 37.0
1,019 3.1 34.8 30.1 21.9 40.4 17.8 39.8
1,011 31.3 36.3 30.1 27.1 41.4 16.9 42.1
30.3 34.3 29.3 28.9 39.6 16.4 39.3

961 31.4 3.4 30.3 27.8 40.7 17.5 41.0
828 31.4 3.1 30.8 28.1 40.8 18.7 37.9
870 33.3 39.9 32.4 29.0 42.7 20.0 2.9
866 32.5 39.3 31.2 28.8 40.7 19.1 46.0
865 33.5 43.0 32.2 29.5 41.5 20.5 48.3
850 32.2 50.2 30.9 21.9 39.6 20.0 46.7
77 34.7 7.7 33.7 29.4 43.1 21.7 46.3
809 39.3 53.3 38.4 33.9 47.4 21.1 49.3
777 4.8 55.1 40.9 38.9 60.8 29.4 54.4
815 55.1 62.5 54.9 48.1 65.5 44,1 57.0

1 Revised.
NA--Not available.

Source: U.S. Bureau of the Census, ‘‘Money Income and Poverty Status of Families and
Persons iff the United States: 1977'" (advance report) July 1978.
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This progress in reducing poverty among the aged can largely be
attributed to ad hoc and automatic increases in social security bene-
fits, especially since 1971, and the inception of the supplémental
security income program in 1974 that guarantees a Federal minimum-
floor-of-income protection. o

The 1977 CBO study to which reference was made earlier clearly
isolated what impact individual Government transfer programs had
on reducing the incidence of poverty among the aged during 1 year;
see table VIL. If it weré not for income from social insurance programs, -
an overwhelming 59.9 percent of all families headed by an elderly
person would have fallen below the subsistence-based poverty line in
fiscal 1976. Social insurance. programs, dominated by social security,
substantially reduced the poverty rate among the elderly during 1976
from 59.9 to 21.5 percent. Cash assistance programs, such as SSI and
veterans pensions, reduced the remaining poverty rate from 21.5 to
14.1 percent.

TABLE VII.—FAMILIES BY AGE BELOW THE POVERTY LEVEL UNDER ALTERNATIVE INCOME DEFINITIONS:
FISCAL YEAR 1976 ot

Pretax/ Pretax/ Pretax/post-in-kind Post-tax/post-total
. Pretax/  postsocial postmoney transfer income t transfer income t
pretransfer  insurance transfer -
Families in poverty income . income income | 1 | : il
Under 65:
Number in
thousands........ 11,789 8,994 8,029 6,710 5,463 6, 886 5, 615
Percent of under 65 18.6 14.2 12.7 10.6 8:6 10.9 - 8.9
65 and over:
Number in
thousands___..... 9, 647 3,459 2,686 2,268 977 2,219 . 982
Percent of 65 and -
[V 1771 S 59.9 21.5 16.7 14.1 6.1 14.1 . 6.1

1 Column | excludes medicare and medicaid benefits received by families participating in those programs; column Il in-
cludes medicare and medicaid benefits,

Source: Appendix table A-8, ““Poverty Status of Families under Alternative Definitions of Income,” Congressional
Budget Office, revised June 1977,

In-kind benefit programs, such as medicare/medicaid and food
stamps, also made an important contribution to supplementing the
elderly’s income. According to the same CBO study, when the value
of these in-kind benefits is cashed out and included in income, the
percentage of elderly falling below the poverty line in fiscal 1976
was reduced even further, from 14.1 to 6.1 percent—after accounting
for taxes. Although calculating the exact impact of in-kind benefits
on income status yields some interesting findings, our associations
do not believe the resulting CBO poverty data should be accepted as
a new measure of poverty, especially for the purpose of comparing
poverty rates among age groups. Of all the benefits in the CBO’s
in-kind category, medicare/medicaid benefits contribute the most
“income” to the elderly—the sicker you are, the richer you are? Re-
ceipt of these sometimes large medical benefits is, of course, dependent
on the incidence of illness, which happens to be higher among the
elderly than other age groups.

But what these CBO statistics do indicate is that, of all the Govern-
ment programs benefiting the elderly, social security contributes the
most toward reducing poverty. However, cash assistance programs,
backed by in-kind benefits, have also come to share a good portion of
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the burden of income maintenance for the elderly. More importantly,
however, these statistics demonstraté just how dependent the elderly
are on (Government transfer programs. )
A second trend evident in examining poverty data is that the inci-
dence of-poverty is higher for the age 65-plus population than for the
overall population. In 1977, according to Census Bureau statistics,
11.6 percent of all persons fell below the poverty line in contrast to
14.1 percent of persons age 65 and over. While the elderly represented
only 11 percent of the total population in 1977, they represented 13
percent, or 3.2 million, of the poor population. Similarly, in 1977,
16.7 percent of the total population fell into the “near poor” category-—
defined as 125 percent of the poverty standard—while a much larger
. 94.5 percent of the elderly were considered near poor. None of the
Census Bureau statistics include institutionalized elderly persons, of
whom an estimated one-half million are thought to be poor. ’
The elderly’s-comparatively adverse income status is further sub-
stantiated when median income levels are examined. Since 1960, the
aged have consistently had median income levels equal to roughly
half of the younger population. Table VII illustrates this trend from
1960 to 1975.1 In 1975, the median income of families headed by
elderly individuals was $8,057, in contrast to $14, 698 for families
headed by persons under age 65. Elderly persons living alone are
characterized by even greater economic deprivation. The median in-
come for elderly unrelated individuals in 1975 was $3,311 as compared
to $6,460 for their younger counterparts. '

TABLE VII.—TRENDS IN MEDIAN MONEY INCOME OF FAMILIES AND UNRELATED INDIVIDUALS BY AGE,

1960-75

- Families - Unrelated individuals

Heads, 65 plus : © 65 plus
Heads, 14-64 Percent of 14-64 Percent of
Year amount Amount 14-64 amount Amount 14-64
$5, 905 . $2,897 49.1 $2,571 $1,053 41.0
6,099 3,026 49.6 2,589 1,106 42.7
6,336 3,204 50.6 2,644 1,248 47.2
€, 644 3,352 50.5 2,881 1,277 44.3
6,981 3,376 48.4 3,094 1,297 41,9
7,413 3,514 47.4 3,344 1,378 4.9
7,922 3,645 46.0 ‘3,443 1,443 41.2
8,504 3,928 46.2 3,655 1,480 40.5
9,198 \ 49.9 4,073 1, 42.6
10, 085 4,803 47.6 4,314 1,855 43.0
10, 541 5,053 47.9 4,616 1,951 42.3
10,976 5, 453 49.7 4,783 2,199 46.0
11,870 . 5,968 50.3 5,018 2,397 47.8
12,935 6,426 .7 5,547 2,725 49.1
13,823 7,505 - 54.3 6, 080 2,984 49.1
14,698 8,057 54.8 6, 460 331 51.3

Source: Herman B. Brotman, ““Income and Poverty in the Older Poputation in 1975,”” The Gerontologist, XVIi, No. 1
1977), p. 23, quoting U.S. Bureau of the Census data.

These comparative statistics indicate that, although we have made
great progress toward reducing poverty and improving the economic
status of the elderly, much remains to be done. It is true that persons
reaching retirement age today are relatively better off than their

1 Although these Census Bureau statistics do mot account for the Impact of taxes, the
-trends and disparities in income levels would be relatively similar.
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predecessors; but nevertheless, reaching age 65 for many persons still
significantly increases the probability that they will suffer a severe
loss of income and often face impoverishment, and that probability
increases as the annual inflation rate spins at higher rates.

Tae Goar: EarxiNnes REPLACEMENT

If we are to move toward the goal of gradually restructuring the
social security system into a national pension system that has earnings
replacement as its sole—or at least clearly dominant—function, we
must begin now to make changes which will insure that the underly-
ing cash and in-kind support programs will be able to take up the
present minimum-floor-of-income protection function and adequately
serve those elderly who would otherwise be in poverty. Benefits avail-
able under the new national pension system would be related to pre-
vious employment and earnings, not to the needs of beneficiaries, and,
therefore, would be less than adequate for many beneficiaries.

The supplemental security income program must be looked to as
the main policy instrument available to us to provide the sort of
safety net that would guarantee minimum income protection and sup-
plement low social security benefit levels. However, any transitional
reordering of the present income maintenance structure, because of
its massiveness and complexity, must be made in any incremental
manner so that the millions of persons who are already extremely
dependent on existing programs would not be hurt in the process.

Since the creation of SSI, several incremental improvements have
been made in its benefit levels and eligibility structure that have
been of great value to recipients. Our associations hope that Con-
gress will continue in this spirit of making incremental, but extremely
necessary, improvements in SSI because this permits us to move
gradually closer to the ultimate goal of comprehensive restructuring.
Some of the more significant improvements enacted to date include:
Automatic annual cost-of-living increases in payment levels so that
recipients have some protection from inflation, a requirement that
States which supplement Federal SSI levels pass through to recipi-
ents any Federal cost-of-living increase, the exemption of the total
value of one’s home in determining eligibility, the provision of auto-
matic eligibility for food stamps, and the preservation of medicaid
elgibility for persons who lose their eligibility for SST because of
a Federal cost-of-living increase. '

To facilitate the more complete transition of SSI into an income
support program capable of carrying the largest part of the minimum
income protection burden currently being horne by social security, our
associations see three major areas of change necessary in the current
SSI structure. These areas involve payment levels, employment, and
assets limits. The first priority recommendation on our agenda for the
SST program is to raise Federal payment levels to at least the officially
defined povertv level. Current SSI levels fall far short of the poverty
line, guaranteeing eligible aged individnals an annual income of only
$2,373 and married couples only $3,413. This liberalization in pavment
levels is obviously the most needed change if we are ever going to
approach making SSI an income support program that is adequate.

State supplements to this Federal poverty level payment should
be encouraged by having the Federal Government share a portion
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of the cost of supplementing so that recipients can be compensated
partially for regional cost-of-living variations. Some States, approx-
imately 23, already augment the Federal SSI benefit to varying
degrees under current law, but as we have seen recently in California
these supplements can easily become victims of State fiscal pressures,
and therefore, need some Federal financial backing.

Because participation of the elderly poor in the food stamp pro-
gram has been low—only one-quarter of the elderly estimated to be
eligible actually do receive them—cashing out food stamps and com-
bining them with SSI benefits into a single cash payment would ulti-
mately benefit the majority of aged SSI recipients. For this reason,
we support the eventual cashout of benefits but with safeguards that
the value of the food-stamp benefit component will be preserved and
adequately cost-indexed. The value of food stamps cannot be pre-
served in any reform effort which combine SSI and food stamps into
a single cash payment that falls below the poverty level. Therefore,
we do not support welfare reform proposals which cash-out food

stamps by providing a small increase in SSI payment levels and at

the same time deny SSI recipients food-stamp eligibility.

To facilitate better coordination between SSI and social security
payments, the partial disregard of unearned income—usually social
security benefits—existing under current law should be made on a
progressive rate basis rather than on a flat dollar basis. Under the
current. structure, even though SSI payment levels are indexed in
the same manner as social security, many recipients experience a pat-
tial decrease in their SSI payment as a result of sncial security cost-of-
living increases, and some may even lose their SSI eligibility totally.
Changing the present flat $20 unearned income disregard to a 20-
percent disregard above that base would, in our view, alleviate this
situation and result in improved program coordination.

EMPLOYMENT INCENTIVES

Providing employment incentives, and eliminating disincentives, 1s
the second major area of SSI reform. First, we believe the current
50 percent SST benefit reduction rate for all earned income over $65

er month is an extreme deterrent for recinients who might want to
work. This $65 disregard, which was established over 4 years ago. 1s
not only outdated but was injtially set at far too low a level. The
earned income disregard should be raised substantially—possibly to a
level equivalent to the present social security earnings limit—and au-
tomatically indexed.

Second, the Federal Government must actively create public service
job opportunities specifically for SSI recipients and back up this ef-
fort by providing a job training and referral mechanism through offices
administering SSI payments. While we shall have much to say on
employment and the elderly in part IIT of this statement, we would
like to say here that our associations are extremely dissatisfied with
the complete disregard of elderly workers in the administration’s wel-
fare reform proposal. Not only would it have treated earned income
more harshly than SSI does, but old people would have been inelligi-
ble for any of the 1.4 million jobs the program would have created.
Government continues to view the older worker as it views the buffalo.

The third major area of SSI reform relates to the assets test. In

36-780—T19——4
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addition to the problem of creating jobs and providing work incen-
tives, the current SSI structure strongly discourages saving among
low-income individuals and denies payment to needy persons through
the application of severe assets limitations. Our associations under-
stand the intent of Congress in imposing an assets test for SSI eligi- .
bility that would prohibit persons who are not really lower income
individuals from receiving benefits.. However, we believe the assets
limits under current law are overly and unnecessarily restrictive and
have the effect of denying SSI eligibility to many truly poor and
needy elderly persons. It has been estimated that 12 percent of elderly
- families whose incomes fell below SSI payment standards were de-
nied SST assistance strictly as a result of the assets test.* The elderly
in particular are unfairly penalized by assets limits because, unlike
younger persons, they tend to have higher assets simply because they
had a lifetime to accumulate them. By any standard, the assets of many
low-income elderly are not excessive yet they do not come within the
restrictive limits and exclusions prescribed under SST.

Some limited progress with the assets test is being made. In 1976,
Congress decided to disregard the total value of a person’s home in
determining SSI eligibility. The Social Security Administration also
Tecently proposed to increase the resource exclusions—those resources
not counted toward the asset limit—permitted for the “reasonable”
value of household goods, personal effects, and an automobile. These
exclusions were defined in 1973 based on 1972 data and since then have
not been updated to take account of the effect of inflation on such assets.

Our associations feel that more substantial liberalization is needed
of the present assets limits, which are $1,500 for individuals and $2,500
for married couples. These limits should be raised to more realistic
levels—such as $3,500 for individuals and $5,000 for couples—and cost-
indexed to keep pace with inflation. As we look toward a major restruc-
turing and rationalization of the current SSI and social security pro-
grams, our associations see the need for a close examination of equitable
ways in which the assets test could be completely eliminated or at least
its effects on eligibility substantially neutralized—certainly when it is
obvious that retention of assets is needed to maintain an adequate
standard of living and, furthermore, the assets could not be converted
into income without lowering the standard of living.

ITI. ExrPLOYMENT

The recent concern with the long-term financing problems of soeial
security has highlighted the growing dependency ratio—the percentage
of nonworkers, particularly the elderly, to workers in the population.
This has reawakened the interest of some economists and policymakers
in the way labor markets work for older persons. In view of future
demographic trends, it has become increasingly apparent that policies
which make for early labor force withdrawal are imposing serious and
unnecessary costs on our economic system and are in need of reversal.
Interest has recently been raised in the use-of employment strategies,
particularly part-time labor market opportunities, as income supple-
mentation mechanisms for the already retired. Additionally, the role of

1 Moon. Marilyn. “Treatment of Assets in Cash Benefit Programs for the Aged and Dis-
abled.” Technical paper prepared for the Federal Council on Aging Study entitled, “The
Treatment of Assets in Income-Conditioned Government Benefit Programs” (Sept. 1, 1977).
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poorly functioning labor markets as a causal force in the retirement

decision itself is being explored by a number of researchers and it has

been recognized that with an earnings related retirement system- such

as social security, employment problems in later years have a particu-

larly adverse impact on earnings histories and hence income, once re-
. tirement does occur. '

1t is also obvious that despite the new recognition that what goes
on in labor markets is important to older persons and to the retirement
systems that serve them, those markets do not perform particularly
well for this segment of the population, especially the unemployed
older worker. In 1977, unemployed workers 45 years of age or older
remained out of work an average 7 to 10 weeks longer than their
younger counterparts. In that year, unemployed workers in this age
group comprised 22 percent of those out of work for 15 to 26 weeks
and 32 percent of those who had not been employed for 27 weeks or
more.

Dr. Mare Rosenblum of the National Commission on Employment
and Unemployment Statistics has measured the extent of the “dis-
couraged worker” phenomenon and found that persons over 55 years
of age contain the single largest population ofp persons discouraged
from the job search because of job market reasons. Among males under
55, there are 4 discouraged workers for every person counted as un-
employed while among those 55 and above, there are 37 discouraged
for every person in the unemployed category.

On the positive side, it is generally not recognized just how exten-
sive labor force participation by older persons really is. In 1974, while
the participation rate for persons 65 and older was 22 percent for men
and 8 percent for women, some 35 percent of the men and 17 percent
of the women did some work for pay during the year. Focusing only
on those persons 65 to 69, the percentage increases to 45 percent and
92 percent. Among the relatively “young” elderly, persons 60 to 64, the
percentages with some labor force involvement over the year were 78
percent and 43 percent. Again, focusing on the 65-plus population,
what goes on in the labor markets directly affects the 6 million people
who participate in them directly and an additional 214 million non-
working dependent spouses. In brief, it is inappropriate to chrono-
logically split the population into younger working people and older
“retired,” nonworking ones.

Although work and the income derived from it is an integral and
important part of the overall income maintenance system and an im-
portant component of the income stream of the current elderly gen-
eration, we have too little information on the workings of the. labor
market for older people. '

Employment rates for the population 55 and older are dropping and
dropping at an increasing rate. It is well known that the average
annual employment rate among persons 63 and older has been declining
for two decades. Virtually ignored, however, is the parallel trend, par-
ticularly after 1968, for persons 55 to 65.

‘As indicated in fable IX, the mean percent change in the employ-
ment rate for men 55 to 64 over the period 1969 to 1975 has been around
1.6 percent a year. This rate of decline has been increasing by about
13 percent a year. For females in the same age group, the decline has
been slower but a decline nevertheless. For persons 55 and older, the
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decline has averaged about 2 percent a gear over this period and the
rate of decline has been increasing by about 7 percent a year.

TABLE 1X.—ANNUAL AVERAGE EMPLOYMENT RATES

Males Females
Persons
Year 85 plus 55-64 65 plus 55-64 65 plus
36.8 80.5 27.3 36.1 9.5
37.0 79.6 25,6 41.2 9.1
36.3 78.5 25.9 al.1 8.8
35.7 77.3 23.6 40.9 8.5
35.0 76.6 22.5 40.5 8.5
33.9 75.1 21.0 40.0 8.2
3.1 74.4 20.8 9. 1 7.5
32.0 71.8 19.7 38.6 7.4

What is important for present purposes is recognition of the tact
that more and more older persons, at an earlier age, are becoming
dependent on sources of income other than that derived from employ-
ment and that this trend is accelerating. This increasing dependency
has implications for all of our income transfer mechanisms and to the
extent that this declining labor force activity rate is reflective of with-
drawal by productive, willing and able workers, implications for
national output as well.

The Federal policy response to older worker empoyment problems
is found in two major programs. The senior commmunity service em-
ployment program—SCSEP-—funded under title IX of the Older
Americans Act provides approximately 50,000 part-time job slots to
workers over 55 years of age who have experienced chronic unemploy-
ment problems and are below federally established poverty levels at
program entry. The program is administered by five national contrac-
tors* and although 1t has historically been primarily operated as an
Income maintenance program with work elements attached, in recent
times it has been moving in the direction of a bona fide manpower pro-
gram with increasing emphasis on unsubsidized job placements in both
the public and private sector. Originally organized under Operation
Mainstream, SCSEP-is the only categorical program focused on the .
employment problems of older workers.

The other primary vehicle for dealing with the employment diffi-
culties of older persons is the CETA program. It has been well docu-

- mented, however, that in spite of the need for employment assistance,
older worker participation in the CETA program has been well below
what might be expected on the basis of the size of the older worker
unemployed pool. Although in 1977, workers 45 and older comprised
13.2 percent of the unemployed, only 10 percent of CETA participants
were in this age group with the percentage declining dramatically
Wlth age. Workers 65 or older were 5 percent of recorded unemployed ,
in that year but only 1 percent of CETA participants were in this
age group. To date, there has been little or no official explanation for
CETA’s relative inability to provide more employment opportunities
for older workers.

It has been suggested that since CETA prime sponsors are required
to place at least half of their terminated enrollees into unsubsidized

1The United States Forest Service. Green Thumb, the Natlonal Council on Aging. our
own National Retired Teachers Association-American Assoclation of Retired Persons, and
the National Council of Senior Citizens.
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employment, the probability that an applicant will be selected for ini-
tial enrollment very much depends upon his or her likely employ-
ability, with those most likely to be placed, most likely to be initially
enrolled in the program. This has been caled the “creaming” pheno-
menon,

Since project directors must work in markets that are biased in
favor of younger workers and since placement rates are a direct and
important measure of a project director’s perfomance, it is likely that
this hypothesis is correct. Additional evidence of this phenomenon
can be found in the performance statistics of the U.S. Employment
Service. Once referred to an employer, older and younger workers
have essentially the same probability of being hired. However, in
1974 only 18 percent of those seeking work who were 65 or older and
only 21 percent of those 55 to 64 were ever referred to an employer for a
job'interview. Fifty-two percent of applicants under 22 received such
a veferral. Given that we know that older workers are on average less
likely to find employment once unemployed and that job service
referred older workers are just as likely as younger referrals to be
hired once referred, it seems quite likely, that only “better” older
workers are being referred for intervicws. It seems clear that any
attempt to improve the functioning of employment programs for
older workers, of necessity, requires more complete documentation and
understanding of this phenomenon.

An additional conjecture concerning the relatively low participa-
tion rate of older workers in the CETA program has recently been
offered by Secretary of Labor Ray Marshall. He has suggested that
prime sponsors tend to deemphasize the needs of older workers in
CETA because of the existence of the categorical older worker
program, SCSEP. Again, just as with the phenomenon discussed
previously, there is little if any evidence to support this conjecture.

In summary, although older worker employment and labor market
strategies are taking on new importance and although older persons
experience several, and to a great extent unique, problems in the labor
market, governmental response to these problems has been primarily
limited to two major programs: CETA and the categorical SCSEP.
The former is not doing much for the older worker for reasons still
unclear and the latter is much too small and restrictive, employing
less than 50,000 of the estimated 5 million who would qualify under
age and income guidelines.

SCSEP Evavuariow

In June 1976, our associations decided to evaluate our senior com-
munity service employment program and to develop information which
was at that time unknown : How long does it take to get a permanent
job placement, and what does it cost? How long does the ex-enrollee
stay on the job once hired, and how well does he or she perform after
placement? What is the level of income transfer payments received
by enrollees prior to entering the program, and how much is saved
when they are enrolled? In short, does the program really work, and
if s0, how well? :

In July 1976, funding became available to enroll 400 additional per-
sons in our own SCSEP. Accordingly, survey instruments were pre-
pared and distributed to the project sites slated for expansion. Simul-
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taneously, survey instruments were distributed to employers who had
permanently hired enrollees during the June 1974-June 1976 contact.
period. ' -

Although the data used in'this evaluation was drawn from the
NRTA-AARP program, any of the findings generally apply to the
program run by the four other sponsors as well. The principal différ-
ences between us and other sponsors are that we administer the pro-
gram directly rather than by using subcontractors, and that we view
permanent job placement of enrollees on employers’ payrolls as the
primary program objective. R ‘ Co-

It was found that enrollees were on the SCSEP payroll an average
of 47 weeks before permanent employment was offered and accepted.
Termination data collected from the employers indicated that the
SCSEP placement, once hired, was quite likely to stay on the job. Over
the 29 months for which data were -available, the termination rate
averaged less than 2 percent per month and declined the longer the
person worked for the employer. Regression estimates, using this data,
indicate that the average time. an SCSEP placement will remain on
the job after accepting permanent employment is 47 months.

At the time the permanent hiring occurred, enrollees received an
average hourly wage increase of 14 percent. This is clear evidence that:
over the 47-week subsidy period, the value of the work performed for
the employer and the value of the work to society more generally, was
at least equal to—and, in fact, exceeded-—the wage actually paid. Ad-
ditionally, after becoming permanent employees, ex-enrollees received
annual wage increases of 8 percent peryear. "

Ex-enrollees received high evaluations from their employers in eéight
aspects of job performance. Overall, 53 percent of the placements were

. regarded as above average or outstanding employees relative to their
coworkers. : o . L

Also, it was found that, on average, new enrollees had not held a’job
for 2.2 years; that 50 percent of the enrollees had been inemployed for
at least a year; and that 28 percent had been jobless for more than 2
years. On the last job held prior to employment, the average hourly
wage earned was $2.54, with-50 percent of the new enrollees earning
less tha $2.30. Savings to the unemployment compensation system were
probably small, due to the short duration of remaining benefits at the
time of SCSEP enrollment. But, at the time of enrollment, approxi-
mately 29 percent of the new enrollees were receiving food stamps
with an average subsidy or bonus amount.of $48 per month. The SSI
program was paying an average of $65 per month to 16 percent of the
new enrollees at enrollment. These participation rates and benefit
amounts were highly consistent with findings of previous studies of
these two transfer programs.

Given the wage rate paid by SCSEP, all benefits from these two
programs would be lost by enrollees upon joining the program.
Therefore, on average, the food stamp and SSI programs save $24 a
month, 0.29 multiplied by $48 plus 0.15 multiplied by $65, whenever
SCSEP adds a person to its rolls, and the programs continue to save
this amount for aslong as enrollees stay in SCSEP or remain employed
once placed in permanent jobs. .

- Various components of costs and benefits associated with the per-
manent hiring of an SCSEP enrollee were estimated and, together
with information developed from the two surveys, used to calculate
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an approximate and very rough benefit-cost ratio, internal rate of
return, and net present value of SCSEP permanent placement. An
ex-enrollee returns $1,039 more per year in tax revenue to all units
of Government, and $390 more in tax revenue to the Federal Govern-
ment, than it costs in tax revenue to find him or her a permanent job.
The placement of an enrollee in a permanent job yields a rate of
return to all taxpayers of approximately 16 percent per year and to
the Federal Government of approximately 6 percent a year.

As our study did not have a control group available, we had no way
of estimating what percentage of these benefits +would have occurred
without SCSEP. We believe, however, that, given the characteristics.
of SCSEP enrollees found in the new enrollee and employer surveys,
the employment prospects of the enrollee were poor. Therefore, it is
our opinion that very little of the tax revenue returned would have
been captured without SCSEP efforts to find enrollees jobs.

“"The permanently hired SCSEP enrollee produces approximately
15,400 dollars’ worth of economic output during the time spent on the
program and after permanent hiring, resulting in a net gain in eco-
némic output of about $12,900 per permanently hired enrollee over
the 58-month period. If the 1,700 ex-enrollees placed in permanent
jobs by our NRTA-AARP SCSEP during the June 1974-June 1976
contract had only earned the average minimum wage prevailing over
that period—and we know they earned more—the net gain in economic
output would have totaled approximately $18.5 million.

UrceNT NEED FOR WORK STRATEGY

It should be clear from the preceding discussion of labor force
trends and rising dependency ratios and the gross inadequacy of the
Government’s public policy response to date, that a work and employ-
ment opportunity strategy for older persons—one that represents a
rational response to these problems—is urgently needed. There are
great benefits to be derived from devising and implementing such a
strategy. Given the national commitment to the maintenance of reason-
able levels of income among the elderly, any share of that income that
can be generated through the work effort of willing individuals rep-
resents a share that need not be borne by the taxpayer. Clearly, addi-
tional work opportunities benefit older individuals as well, raising
their standard of living, providing them with a greater feeling of”
independence and self-determination and improving their prospects
for maintaining their living standard in the face of serious inflation.
Just as clearly, the Nation as a whole would benefit from the gains in
national income and tax collections that would result from our getting
the most from our previous investment in training, education, and
experience embodied in older persons.

1f we are to devise and implement a national, coordinated older
worker strategy, we must, in the process, divest ourselves of some of”
the “tenets” about jobs and job markets that have been proved falla-
cious by the march of events. For example, it is widely held that the
number of jobs in the economy is fixed, and must be reserved for the-
young. Continued adherence to this belief virtually requires one to ig-
nore the enormous expansion of job opportunities that the current.
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business cycle recovery has generated—opportunities that extraordi-
nary numbers of married women have taken advantage of to enter the
labor force.

Our associations believe that a significant portion of the persistent
hard core inflation rate, which has become part of the annual economic
scene, is the result of the fact that by our laws, prejudices, and cus-
toms we have kept too many of the old, and the young, out of the labor
force. When we successfully induce more of them back into the great
productive stream of the country we will be easing many of our severe
economic problems. More hands will help.

The first element for inclusion in a national strategy to expand em-
ployment opportunities for older workers and induce greater labor
force participation is the elimination of existing employment barriers.

In our view, there is no greater barrier to the employment of older
citizens than the existence of legal sanctions that permit discrimina-
tion. Unlike the Federal fair employment laws that protect all women
and members of racial minorities; the fair employment statutes pro-
tect only some older citizens and prohibit only some discriminatory
practices.

For over two decades our associations have sought to persuade legis-
latures and courts that mandatory retirement violates basic constitu-
tional rights. Mandatory retirement is a practice that dismisses from
ecmployment many individuals who are competent to work and who
may want to keep on working, dismisses them for an arbitrary rea-
son—their date of birth. Certainly, this committee is familiar with the
psychological and cost consequences of arbitrary, forced retirement.
Indeed, the work of this committee was instrumental in focusing na-
tional attention on the evils of forced retirement and the prevalence
of age discrimination.

There are at least 2.1 million older citizens willing and able to work
in an enforced retirement today. Those over 65 have not had legal re-
course against discriminatory decisions denying them work.

Earlier this year, Congress acted to limit the practice of forced
retirement, and to strengthen the protections of the Age Discrimina-
tion in Employment Act. The associations advocated those changes
and supported efforts to secure enactment. Those amendments pro-
hibit almost all mandatory retirement imposed earlier than 65; with
a few exceptions forced retirement before 70 will be unlawful next
January 1. As a consequence, it is anticipated that a quarter of a million '
older people each year will extend their employment careers. This
protection of the ADEA will extend to people under 70. At the end
of this month, most Federal employees will be protected completely
against age-based retirement. -

Although the associations fully supported these statutory changes,
the fact is that Congress took only a limited step. Association mem-
bers are at work trying to persuade State legislatures to join Florida
and California in outlawing forced retirement. NRTA-AARP will
continue to support litigation challenging the constitutionality of
mandatory retirement and we will continue to advocate and support
legislation to repeal the statutory sanction for forced retirement and
the statutory exclusion of all those over 70 from enjoying the rights
created by the ADEA. Finally, we will continue to urge employers to
hire those older citizens who want to work and are fit to work. There
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can be little doubt that legally sanctioned forced retirement must end,
if the expansion of employment opportunities and the creation of work
incentives aimed at older persons are to be successful in reversing the
downward trend in elderly labor force activity.

WorK DISINCENTIVES

Paralleling the need to eliminate existing barriers to employment
there is the equally acute need to eliminate existing work disincentives.
Chief among these is the social security earnings limitation. Our
associations want it abolished, not because we are insensitive to social
security’s financing problems, not because we are iconoclastic about the
social insurance nature of the system, and not because we favor
elderly “fat cats,” but because we firmly believe that, as an economic
matter, the earnings test already costs society more than its worth
and will cost even more in the future. In addition, the elderly detest it.

Given this country’s historical predisposition to the work ethic and
the fact that the only income-related means test imposed by the
social security system 1s on earned income, it ought to be clear why
the test is so unpopular among the elderly and why it is so frequently
the target of congressional proposals. It is defended, however, on a
number of grounds. First and foremost, it is argued that abolition
of the test would be costly to social security, which is already under
severe financial strain.

Some estimates have put a price tag on complete elimination of the
earnings test at close to $7 billion in increased social security out-
Jays. Unfortunately, there are no estimates of what the existence of
the test now costs the overall economy in lost production or of the
costs to the Government in forgone income and social security taxes.
But, even if there were, we do not know what effect such estimates
would have on the cost argument, particularly in view of Congress’
tendency to compartmentalize program financing and view social
security as if it existed in a vacuum.

Second, it is argued that the elimination of the test would funda-
mentally change social security from a social insurance program to an
annuity pavable upon reaching a specific age. In this view, social
security dollars are intended for the retired and the retirement test
provides a functional test to-establish just who is retired and who
is not.

Third, the distributional consequences of an earnings test elimina-
tion appear to favor those elderly persons in relatively higher income
brackets—a not too surprising result in view of the fact that social
security is an earnings-related system. Other things being equal, per-
sons with a higher earnings capability are more likelv to encounter a
test based on earnings levels and are also more likely to have accumu-
Jated a higher level of wealth, including social securitv wealth, over
their lifetimes. Because of this, apparent channeling of limited social
security resources to the “wrong” people, it is argued that rather than
eliminate the test, the billions of additional outlavs should go to low in-
come, nonworking older persons instead. Aside from the fact that this
“alternative” has no potential economic gains associated with it and is
hence more costly and at least as unlikelv to actually be undertaken,
this line of argument seems more appropriate to an income-tested. wel-
fare program rather than one based on “earned right” and earnings-
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related benefit levels. It must be restated that the only income test in
social security is the earnings test—a test aimed only at earned income.

Finally, although the argument is rarely made explicitly, the retire-
ment test is defended as a means of improving the employment pros-
pects of younger workers. Organized labor and some organizations of
retired union members have been consistently and strongly opposed to
the elimination of the retirement test and although lip service is paid
to the cost, annuity and distributional arguments, it seems likely that
these organizations favor the retirement test for the same reasons that
they have tended to favor mandatory retirement. Chief among these is
a dedication to supply control and the belief that making reduced em-
ployment a condition of the receipt of social security benefits opens up
positions for younger union members and keeps the retired from re-
entering the labor market to compete for jobs, perhaps offering their
services at lower than market rates.

REesearcH oN EarniNgs Limrr

Prior research on the earnings limit has focused on three areas: the
effect of the test on workers’ earnings, the effect on labor force partic-
ipation and recently, the distributional consequences of test modifica-
tion or liberalization.

Sander, 1968, evaluated the 1963 data from social security’s 1 per-
cent continuous work history sample. In that year, there was a $1,200
exempt amount, a 50-percent rate from $1,200 to $1,700 and 100 per-
cent thereafter. Examination of the earnings distribution of workers
63 to 71 years old revealed a strong clustering of earned income around
the exempt amount but no clustering around earnings of $1,700, the
point at which the 100-percent tax rate became effective. The amount
-of annual exempt earnings had a considerable effect on the bene-
ficiaries’ earnings but the reductions did not. Beneficiaries did not
noticeably differentiate between the $1 for $2 and the $1 for $1 reduc-
tion provisions in determining their earnings levels after they became
entitled to benefits. .

In a later study, 1970, Sander looked at the effect of changes in
“the earnings distribution when the earnings limit was liberalized. In
1966, the level of the exempt amount was raised for the first time since
1955. Beneficiaries were allowed to earn $1,500 without penalty—an
increase in permissible earnings of $300. The 50-percent range went up
from $1.200-$1,700 to $1,500-$2,700. Examining the earnings distribu-
tion of beneficiaries for 1966, he found that “* * * a fairly large num-

“ber of workers responded to the higher annual exempt amount by
increasing their annual earnings * * * from about $1,200 to about
"$1,500 a year.” Second, most workers affected by the extension of the
50-percent and 100-percent brackets did not alter their earnings levels.
Some men did, however, reduce their earnings to get from the 100-
‘percent range to the 50-percent reduction rate—an effect quite con-
sistent with theoretical expectations. ’ )

Vroman, 1971, also studied the labor force response of social security

“beneficiaries when the social security benefit level and retirement pro-
-visions were adjusted upward by the 1965 Social Security Amend-
‘ments. Like Sander, he also used the 1 percent, continuous work his-
-“tory sample. His major finding was that “* * * gyver 10 percent of the
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working retirement beneficiaries raised their earnings from $1,200 in
1965 to $1,500 in 1966 and 1967 in response to the revised earnings
test.” He also found that very few beneficiaries had earnings in the
50 percent tax range, and that liberalizations in the system caused by
the 1965 amendments increased both the social security benefit appli-
cation rate and the overall percentage of beneficiaries who did some
work over the year. He did not find workers in the $2,800 to $4,799
earnings range reducing their earnings to below $2,700 to avoid the
test, however, as Sander did in his study. .

A 1976 study by Boskin examined a sample from the University of
Michigan panel study of income dynamics which tracked the eco-
nomic situation of 5,000 American families from 1968 through 1972.
He extracted a sample of 131 households headed by white married
males aged 61 through 65 for all 5 years. Using several definitions of
“retirement” his results “* * * suggest that a decrease in the implicit
tax rate on earnings from one-half to one-third would reduce the
annual probability of retirement by almost 60 percent.”

- Ling, 1975, investigated the characteristics of retired worker bene-
ficiaries who actually bore the test in 1971 losing some or all of their
" benefits because of earnings over the exempt amount. In that year, ap-
proximately 1.5 million retired worker beneficiaries aged 62 to 71, 20
percent of all retired workers, lost $2.2 billion in benefits, roughly
71 percent of what they would have received had the prograim not
been earnings tested. About 70 percent of the group were men. Of
beneficiaries 62 to 71 years old, 17 percent were 62 to 64 and 83 percent
were 65 to 71 while among benefit losers, 12 percent were 62 to 64 and
88 percent were 65 to 71. Information was also presented on earned,
but not total, income for those who exceeded the exempt amount. Only
18 percent of 275,000 people had earnings in the 50 percent range of
" 51,681 to $2,880. The remainder had earnings in excess of $2,880 and
51 percent of the benefit losers had earned income in excess of $5,000.

Schiulz, 1976, investigated the distributional consequences of changes
in the earnings test more explictly. Again, within a social security flow
of funds concept, the “affected” population was defined to be only
persons earning in excess of the exempt amount. He concluded that
complete abolition of the test would have particularly “adverse” dis-
tributional consequences with more than 50 percent of the new benefits
going to families in which income would be greater than $10,000 per
year. In fact, 20 percent of the benefits would go to families above
$$20,000 and only 38 percent to those with incomes less than $10,000.
After testing a number of alternatives, he concluded that returning to
the ‘three-tier test of 1971, but with much lower effective tax rates,
would concentrate benefits in the under $10,000 class—as would many
of the two-tier alternatives—and would also be relatively less costly
compared to today’s system with a flat 50-percent rate. -

“Finally, a very recent study by Marshall R. Colberg of the American
Enterprise Institute has found that elimination of the retirement test
would generate new revenues to the Treasury in the neighborhood of
half a billion dollars. He concludes that not only should it be elim-
inated but that, until it is, “the socially useful monthly test—renewed
by last year’s social security amendments—should be restored.”

Summarizing prior research on the test, it is clear that workers
attempt to control their earnings to avoid it. Sander, Vroman, and
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Boskin all found evidence of this effect and in fact evidence as well that
the exempt amount is viewed as an earnings ceiling by many older
workers. Ling and particularly Schulz have documented the fact that
complete abolition of the test would tend to direct social security dol-
lars to families and individuals at the higher end of the elderly income
distribution. It is less clear, however, what the effect of the earnings
test is on various labor market indicators like unemployment rates,
labor force participation rates, and the percentage of elderly persons
employed over the year. Vroman found that liberalizing the retirement
test increased the percent employed; and Boskin’s findings imply a
strong effect on the labor force participation rate. These findings are
not, however, considered conclusive on this issue.

Recognition that older workers attempt to control earnings so as to
avoid high marginal tax rates implies that the earnings test does indeed
have effects on labor force participation. Earnings control can only be
accomplished by the control of hours at work and although there are
some jobs flexible enough to permit year-round, low-hour employment,
for a significant proportion of elderly workers, the only means of con-
trolling earnings is to leave employment before exceeding the exempt
amount. Hence, although the test does not affect labor market entry, it
may affect labor market exit and make job turnover higher than
otherwise be the case.*

If the retirement test does increase turnover by forcing people out
of the labor force sooner than would otherwise be the case, it has
implications for distributional issues as well. In both the Schulz and
Ling studies, the “affected” population were those who actually bore
the test. If a substantial number of elderly workers drop out prior to
having benefits reduced, however, the actual number of “affected”
people is some multiple of those who actually lose benefits. It is likely,
as well, that since these people have relatively low earnings they are of
relatively low total income levels as well. Hence, although the dis-
tribution of additional social security dollars would still go to the
relatively well off, the distribution of the total economic benefit from
earnings test abolition would certainly be less skewed.

It is clear to our associations that having a provision in the social
security system which causes people to limit their work effort, itself,
imposes a significant cost on taxpayers—a cost that those who support
retention of the test choose to ignore. Potentially productive people
who could be supplementing their income through their own efforts
and contributing to national output are instead forced to remain idle.
If only 1 million older people reentered the labor market on a part-
time basis, even earning at the minimum wage. the increase in gross
national product that wonld occur would exceed the $2.9 billion that
the Social Security Administration recently estimated would be the
annual cost of repealing the test for persons age 65 and over.

_*The effect of this higher turnover depends upon the degree of labor market segmenta-
tion. With a highly segmented market. the likelihood that an unemploved older person will
find a job denends upon turnover among the employed elderly. In this case, the earnings
test causes the unemployment rate and durations of unemployment among older people to
be lower than would otherwise be the case. It also reduces the labor force participation
rate and increases the number of older people who do some work for pay over the year.
essentially by distributing a limited number of “elderly jobs” to more people. Where there
is no market segmentation. however. the elderlv unemployment rate is likely to be higher
than would otherwise be the case, as both the elderly and nonelderly are in competition for
the opening caused by the earnings test. Labhor force participation is again lower because of
the additional exit and it is likely that the number of elderly persons employed over the
year will increase by less, if at all, than the segmented case.
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Tt is also clear to us that additional workers are additional taxpayers
and additional tax receipts should be taken into account whenever the
subject of cost is raised. 1f the test were eliminated only for persons
age 65 and older, the estimates of the gain in income tax receipts and
social security tax receipts—indeed, tax receipts of all kinds. It appears
quite likely that the cost in terms of lost output and tax receipts of
continuing the earnings limitation is greater than the cost of the
repeal. :

I’i‘o the argument that repeal of the limitation would primarily
benefit the relatively higher income elderly and not older persons of
low income, we would like to note that the working elderly are higher
income when compared to their nonworking counterparts solely by
virtue of the fact that they work, not because they are wealthy, and
that compared to younger workers, even the working elderly are of
relatively low income. More importantly, however, there is a large
group of hidden beneficiaries who are of relatively low income that
the supporters of the earnings Jimitation also choose to ignore. The
studies reviewed above have clearly documented the fact that large
numbers of low-income working elderl deliberately hold their earn-
mgs down and drop out of the labor ¥orce rather than bear the in-
credibly high 70-percent tax rate the earnings limitation imposes.
Since these people do not actually have their social security benefits
rednced, they are not counted as potential beneficiaries, when in fact
repeal of the test will permit large numbers of those people to earn
additional income to supplement and improve their standard of living.

SUMMARY ON KARNINGS Lot

In summary, we advocate repeal of the earnings limitation because
it will in fact benefit large numbers of low income elderly people and
because the limitation now imposes a substantial cost on taxpayers
through the loss of gross national product and tax revenues—costs
we can no longer ignore.

Tt is clear to us that barriers and economic disincentives that drive
older workers out of the labor market must be eliminated if work in-
centives and employment opportunity that might be created and aimed
at older workers are to be successful in achieving their goal: Increas-
ingly elderly labor force participation and reversing the trends. At a
hare minimum, any limit on the protection of the Age Discrimination
in Employment Act and the social security earnings test must be
abolished. Whenever the issue of work incentives is raised, the first
one that comes to mind and that we have mentioned earlier in this
statement is the introduction of actuarially increased social security
benefits for persons who elect to delay their retirement until after the
age of 65. We think that this ought to be done on the grounds of ac-
tuarial fairness. We see no reason why early retirement should be ac-
companied by an actuarial decrease in benefits and late retirement not
treated symmetrically.

Tt also seems clear, however, due to the widespread misconception
_concerning the “uniformity” of productivity declines among older
people, that simply changing the rules of the retirement system and
hence elderly force supply will not be sufficient. Changes on the de-
mand side—the employer side—are also required. It is obvious from
past experience that employers need to be given incentives to employ
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and/or retain older workers. The income, corporate; and payroll-tax
structures of the Federal Government ought to.be used to provide such
incentives and at the same time provide incentives to older workers
to take advarntage of the work opportunities so offéred. Consideration
could be given, for example, to the reduction or even elimination of
the employer portion of the social security payroll-tax that would
otherwise have to be paid with respect to older workers. Such a change
would effectively reduce the cost of hiring an older worker, compensat-
ing to some extent for any real or imagined productivity. decline asso-
ciated with age that an employer might otherwise entertain. This
would also tend to-counter any disincentive effect that the minimum
wage might have on a employer’s willingness to hire or retain an older
worker. The House-passed version of the 1978 Revenue Act, H.R.
13511, takes a limited step in this direction by .for the first time offer-
ing employers a jobs'tax credit for a portion-of wages they pay to SSI
recipients. SSI recipients, along with six other target groups—such as
AFDC receipients, WIN registrants, handicapped persons, et cetera—
are focused on by H.R. 13511 because of the recognized high unemploy-
ment rate and special employment needs associated with them. In addi-
tion, the tax laws could be used to encourage employers to inaugurate a.
host of job training, retraining, part-time, and flexitime.programs
aimed at older workers: - . [ S T :
Clearly, the reduction of labor costs associated with older worker
employment would encourage the hiring, retention, and retraining of
older workers and improve their prospects for finding employment
should they become unemployed. It is also interesting that the CETA
program has failed so abjectly when it comes.to the older worker and

that the eligibility limitations on and limited resources allocated to .

the senior community services empldyment program—the great worth
of which we have established through our own analysis—have kept it
too small to matter significantly to the current generation of elderly
persons. We think that the SCSEP ought to be expandéd into'a nation-
wide program. In our view, a greatly expanded SCSEP could go =
long way toward meeting many of the objectives we have outlined in
this statement, enhancing older worker income and life satisfaction,
increasing national output and both.relieving taxpayers of part of the
dependency.burden and providing additional tax revenue for that part
which remains. . o S ’ L

_ V. LireLone LEARNING

. We turn now to our third and final topic—lifelong learning. It
is a subject that is inextricably intertwined with our thinking and
reco;nmendatiops as set forth in the preceeding sections of this state-
ment. X ’ S

_ The uttering of the words, lifelong learning, clearly strike a re-
‘sponsive chord across the land, subscribed to eagerly and.totally by
academic institutions, organizations like our own that represent the
elderly, Federal energy officials, employers, and the lay:public. To
paraphrase and expand on a comment made by Secretary of Com-
merce Juanita Kreps at'a conference on lifecycle planning, “the press
and the public clearly appreciate stories of 80- and 90-year-old indi-
viduals returning to school, graduating, taking on new.jobs and other
‘life-engaging’ activities.” What is not so clear, however, is our uni-
versal understanding of the dimensions of the lifetime learning issue.
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A brief historical review of education, learning and the older adult
may provide us with the. information base necessary to promulgate
future public policy in thisarea. | = . = - . . | '
During the decades, 1900 to 1930, educational opportunities for
the older adult, ages 35-50, were limited indeed.* This situation was
due to a combination of factors includiig: (1) A high degree of

employment resulting in little “perceived need” or “leisure time”; (2)

a lesser societal commitment to the notion of universal access to edu-
cation; and- (8) lack of institutional resources available to the “non-
traditional” learner. ’ :

The advent of the Great Depfessidn, while removing two of these

impediments, high employment and lack of time, added yet another
barrier, namely, a lack of income for those employed individuals
desiring to “purchase” learning opportunities. The Depression ‘had

an even greater impact however. For the first time there surfaced

what was to become an ongoing national problem—the need for career
retraining and relearning. As industry recognized the need to “lay-
off” workers in-order to reduce costs, the first to go were the middle-
aged and older workers. Rather.than move vigorously to organize

retraining opportunities, we as a society set out exclusively on the.

road of income maintenance, ignoring “service”—education. The pass-
age of the Social Security Act represented a decision upon the part of
Government to “disemploy” older workers by using a monetary carrot

rather than engage in reemployment through an educationial vehicle.
This process remained in place until the late 1940’s when yet

another societa] upheaval sigrialed a change in the history of lifelong

learning. . The return of World War II veterans to civilian life
required massive monetary intervention upon the part of the Federal
Government to provide educational and training opportunities. ‘While
many of these returning soldiers were young men, a significant pro-
portion were middle aged and older, necessitating “learning” pro-
grams which had a heavy flavor of retraining or at least retread-
ing. Thus, throughout the 1950’s we were witness to a subtle but steady
alteration of curricula in universities and junior colleges with an
increasing “tilt” toward -courses and programs in the professional
area aimed at the “older” student. | o . _
The advent of the Vietnam war combined with, or resulting in,
ferment on the college campus, significantly altered the demographic
profile of student bodies. As universities and community colleges
became less attractive and perhaps less inviting to the older student,
secondary schools stepped into the breech. We saw the growth of
adult education classes offered at nights and on weekends and based
geographically where older adults would have easy access, for
example, shopping centers, union halls, senior centers, et cetera.
The passage of the Older Americans Act in 1965 marked the first
time that the Federal Government took an abiding interest in the
issue. The genesis of any program has considerable %)earing upon its
future direction and lifetime learning is no -exception. The reasons
behind this interest were multiple: Large sums of money being placed
in education/training titles; a growing awareness of the impﬁcations
of the “graying” of America; and pressures by management and labor

1 Ruth Weg, “Demograhics of Aging,” Summer..Instltute, USC. 1977-78.
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for the Federal Government to intervene on a variety of levels in the
employment/unemployment arena. From 1965 to 1976, the Govern-
ment moved carefully as it sought to put into operation the concept
articulated by the education task force of the 1971 White House Con-
ference on Aging: '

Education is a basic right for all persons of all age groups. It is continuous
and henceforth one of the ways of enabling older people to have a full and. mean-
ingful life and a means of helping them.develop their potential as a resource for
the betterment of society.® -

During the intervening 11 years between the passage of the Older
Americans Act and the 1976 Lifelong Learning Act, a variety of pro-
grams and program definitions were tried in an attempt to fulfill this
“basic right.” A brief review of these attempts may result in defining
what we see as our future role.

Here we were witness to classes run by secondary school districts
which focused on subjects which would enable older adults to func-
tion in society, for example, English as a second language, income
tax assistance, driver education, et cetera. The majority of these
classes were operated at night in schools and community centers.

In an attempt to eliminate the notion that learning must have im-
mediate and direct life utility, classes were developed which would
broaden the interests and experiences of older adults. It is important
to note that over 50 percent of today’s 65-plus generation have had
less than an eighth grade education. These offerings included: art,
history, civics, languages, et cetera. Senior centers, churches, and
local senior citizens clubs served as the conveners of these classes.

As unemployment increased and the older worker became increas-
ingly vulnerable to early “retirement,” it became clear that retraining
opportunities were required. Thus we saw the rise of classes in job-
related fields, such as paralegal training, peer counseling, and child
care. Interestingly, the rise in the number and type of these classes
accompanied the increase in age-related employment programs such
as Foster Grandparents, the retired senior volunteer program, title
IX, and the like. In the main, however, these “jobs” have béen for the
postretired and involve a relatively small percentage of older indi-
. viduals. The skill development options have, however, involved the use
of community colleges and universities in terms of both faculty and
sites.

Events of the past 2 years have necessitated yet, another shift in
lifelong learning programs. The spectre of high level, long-term infla-
tion is likely, as we noted earlier, to cause older workers to cling
tenaciously to their jobs. Pressures from trade unions to open positions
for younger employees, combined with the desire of management to
bring in new knowledge, has placed older workers in a situation re-
quiring retraining, retreading, and job redefinition.

LireLone LEARNING ACT

The passage of the 1976 Lifelong Learning Act was in many ways as
much an economic document as a social statement. It recognizes the
need to “attack” the issue on a variety of fronts, while placing heavy

! 1971 White House Conference on Aging, Washington, D.C., U.S. Government Printing
Office, 1972. R ’ v ‘ . ot
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emphasis upon the development of the individual within the work
system :

Policymakers with a lifelong learning prospective can help to close the gap
between the learning and work lives of individuals by improving the work-
related experience available through the educational system, by improving the
learning opportunities available at the workplace, and by encouraging linkages
betwelen both systems to support continual human development and life transi-
tions.
- The associations have consistently supported a multifaceted ap-

proach to lifelong learning issues. Qur experience with our Institute
of Lifetime Learning clearly indicates the aforementioned trend
toward work-related learning. In the early years of the institute the
bulk of our efforts were aimed at providing general educational oppor-
tunities—see earlier description of “learning for learning sake”—for
older adults. As the community colleges and secondary schools assumed
greater and greater responsibility in this area, our institute began to
alter its role and function.

In the coming year, the Institute of Lifetime Learning will be
assessing the work/education field to identify realistic options for
the reeducation and retraining of the employed middle-aged and
older worker. These options might include: Job sharing, job transi-
tions, returning to earlier careers, job reclassification, and skill re-
newal. Once the various options have been assessed, the institute, in
cooperation with various educational and corporate institutions, wiil
assist in the development and implementation of training materials
and curricula.

It is our firm belief that Congress, in cooperation with the Depart-
ment of Health, Education, and Welfare, must assist in the redirec-
tion of lifelong learning into the new areas of work, retirement, and
continuous learning. To do anything less would be to develop policy
in a vacuum, ignoring the direct impact that the economy and work
patterns have upon the educational needs of older adults. A coopera-
tive thrust at all levels aimed at opening new opportunities for
America’s older worker will have significantly beneficial effects for the
society in general and the work environment in particular. We fully
support the Lifelong Learning Act and trust its implementation will

incorporate the societal realities mentioned throughout this state-
ment.

STATEMENT OF RUDOLPH T. DANSTEDT, ASSISTANT TO THE PRESI-
DENT, NATIONAL COUNCIL OF SENIOR CITIZENS; 2 ACCOMPANIED
BY BETTY DUSKIN AND LOU RAVIN

Mr. DanstepT. According to the most recent statistics put out by
the U.S. Census Bureau, there are 23,493,000 Americans over 65 today,
representing almost 11 percent of the population. Most of these people,
94 percent, are receiving income from the social security program.
The remainder had earnings that exceed $3,240 in 1977, plus twice
the amount of their yearly benefits or whose earnings every month
of the year exceed the monthly retirement test amount which means
that they are not retired according to the retirement test in the social

1 Lifelong Learning and Public Policy, HEW, February 1978,

p. vii, !
2 See appendix 1, item 4, p. 342 for supplemental material submitted by NCSC.
36—-780—T79: 5
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security program. Less than half the people retiring today have a
private or public pension to supplement their social security benefits.
The fact is that senior citizens in the United States have a standard
of living far below that of aged people in many other advanced na-
tions. Average social security benefits last year were only $241 per
month ; the private pension average monthly benefit is below that of
the social security system. ' ‘

The median income of all families in the United States with a house-
hold head between the ages of 25 and 64 was $15,322 in 1976. For those
families with a household head above 65, the figure was $8,057—52
percent less. For elderly individuals, the median income in 1976 was
$3,311, as compared with $7,441 for individuals aged 25-64. The
median income level in 1976 for an aged person was just $591 above
the poverty level. ' :

By far, more older persons are living in poverty than any other age
group in America today; 15.8 percent of our senior citizens, or 3.3
million elderly people, were living in poverty in 1975, If the near poor
were included, those people with incomes 25 percent above poverty,
the figure jumps to 25.4 percent—one out of every four seniors:

In recent years, with older persons becoming more and more num-
erous and growing into a strong politcal force in this country, govren-
nient programs and benefits for the aged have increased substantially.
But because of dramatic increases in the cost of living, much of the
income gains older people have made in recent years have been whit-
tled away by inflation. While Government support of the aged has
increased over the past 20 years, such expenditures represent only 3
percent of our gross national product. In fact, the growth of cate-
gorical programs for the aged in the past decade can be attributed to
the low level of support in prior years due to wholesale discrimina-
tion against older persons in other government service and employ-
ment programs. '

SourcEs oF INCOME FOR THE AGED

The following table details the six major income sources for aged
people and the shares of income derived from each. One point the
table makes quite clear is the importance of social security—
OASDHI—benefits for retired persons. Not only do 94 percent of the
aged receive soctal security, but such benefits also represent 30 percent
of the income received by aged couples and 40" percent of income for
single older persons. : o

Shares of income

Married -~ Nonmarried

Type of incame . couples persons

42 51

30 40

Other public penstons 6 8
Private pensions._ - 6 3
Veterans' benefits_.._____.____________ - 3 4
Public assistance_..___________________ 7
Public income-maintenance payments._. 41 59
QASDH! as percent of retiremént benefits._ _ _ 71 78
Public income-maintenance payments______ .. " 777" e 73 68

Source: Social Security Bulletin, vol. 36, No. 8, August 1972,
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Aside from Government means-tested assistance puymiencs; -older
people receive income from four major sources. A survey of new bene-
ficiaries of social security payments done in 1970 indicates that 51
percent of aged:persons derive income from assets; 33 percent have
incomes from earnings; 24 percent from private pensions and 12 per-
cent from public pensions. However, the same survey also revealed
the following: : S

Of single persons over 65, 82 percent received less than 20 percent
of income from assets; 88 percent received less than 20 percent of in-
come from earnings; 95 percent received less than 20 percent of in-
come from private pensions; 20 percent received less than 20 percent
of income from OASDHI; and 85 percent received less than 20 pércent
of income from public assistance. SRR

On average, 88 percent of the senior citizens receive less than one-
fifth of their annual income from any of these sources outside of social
security. ‘ A

Tur SociaL SECURITY PROGRAM -

Monthly social security benefits are the major source of iricome for
the vast majority of the elderly. The program, which was established
in 1935, has grown to the point where benefits are now provided for
survivors of wage earners, disabled people, and health insurance for
the aged. As of July 1, 1978, there were 21,728,000 receiving retire-
ment benefits. The average benefit level is $258.88 per month.

The social security system is in reality four separate benefit pro-

grams funded through separate trust funds. The trust funds are fi-
nanced through joint employer/employee payroll taxes and-the cur-
rent contribution mate is 6.05 percent each, although medicare receives
a portion of its financing through general tax revenues. However, the
payroll tax rate is only applied to the first $17,700 of earnings, in 1978,
with earnings above the covered wage base exempt from' the payroll
tax. : .
For the past several years, senior citizens have been bombarded by
alarms and scare stories to the effect that our social security system
was not soundly financed. Some critics went so far as to proclaim that
in the next few years, the system would either go broke or - have to
reduce benefits. However, we knew that the Congress was not going
to break faith with people by permitting their social security bene-
fits to be jeopardized, and the 1976 soclal security reforms insured the
fiscal integrity of the system through the beginning of the next
century. ' o ‘ -

‘As the committee is aware, the nature of the financing difficulties
were properly separated into two distinet aspects: The first involved
a short-run cyclical deficit, and the second relates to the forecast of a
longrun imbalance, part of which is structural in character.

The Teasons for the shortrun problem were the simultaneous high
unemployment which is now moderating, and the high inflation rates
of the last several years. High unemployment causes total- dollar
wages to fall, and this causes a decline in contributions to the system.
Inflation, on the other hand, causes total benefit outlays to rise, since
benefits are automatically adjusted upwards as the cost of living rises.
Unemployment also forces many workers to accept early retirement
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at reduced benefits. A great many of them would prefer to continue
working. While the reduction in their benefits spread over time means
no actuarial loss to the system, this present retirement status is re-
flected in the shortrun outflow of funds. Thus, the shortrun problem
cannot be blamed on the social security system, but on a malfunction-
ing economy. Indeed, it is in large measure a remedy, both for the
economy and for older people caught in the squeeze between unemploy-
ment and inflation.

The longrun problem arises from anticipated demographic changes
early in the 21st century. The projected changes indicate that the retire-
ment age population will be much larger due to the baby boom of the
late 1940’s and 1950’s, while the working age population will not grow
similarly if the lowered birth rates of recent years continue into the
future. Assuming that there are no adjustments in labor force partici-
pation or no unexpected changes in birth rates, this could mean that
proportionately fewer workers will be required to support a relatively
larger retired population than is currently the case. Given all the
uncertain guesses which prophets use to foretell the future, the an-
ticipated problems may be exaggerated. But again, the social security
system is not the problem; it is the answer. Those persons born during
this baby boom period will be with us early in the next century and
they will be in need of a system of income maintenance when they
reach retirement age. Obviously, though it sometimes seems to be over-
looked, they would be here with their needs even if we did not have a
social security system.

Social security benefits are received on a monthly basis with the
benefit determination for retirement based on each employees wage
history. Generally speaking, a higher earnings history will generate
higher retirement benefits. However, a redistributive element within
the system does exist. Currently, social security replaces 35 percent
of earnings for high salaried workers and 58 percent of earnings for
low wage earners.

The controversy over the retirement test in the social security pro-
gram is an important and largely misunderstood issue. The National
Council of Senior Citizens is opposed to abolishing the retirement test
completely on the grounds that to do so would be financially irrespon-
sible and severly inequitable to most beneficiaries. Since this is not a
universally held position, an in-depth explanation is in order. I would,
therefore, like to submit for this purpose a booklet entitled “The Re.
tirement Test in Social Security,”* published by the National Council
of Senior Citizens in May of 1976, and authorized by Nelson H.
Cruikshank, then president of the National Council of Senior Citizens.

Statutory provisions which adjust benefits for cost-of-living in-
creases are now included in every major Federal cash-transfer pro-
gram, and are crucial to insuring that cash’ assistance programs keep
pace with rising costs. In 1972, older people received a 20-percent
cost-of-living increase that enabled beneficiaries to maintain their
standard of living at a time when this Nation was experiencing run-
away inflation. Similarly, the supplemental security income and the
food stamp programs are adjusted for inflation.

1 See appendix 1, item 4, p. 342.
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In regard to construction of a special Consumer Price Index for the
elderly and to granting semiannual cost-of-living adjustments for
social security recipients, we are fully in support of these proposals.
'1I‘he present system provides adjustments that are too little and too
ate.
Tue. Foop Stame ProGram

Although the food stamp program is designed to subsidize food
purchases for low-income families, it is often considered as analo-
gous to a cash transfer program because of its impact on family spend-
able income. As food stamp benefits increase, recipients can spend more
Ifno(())lclley on other consumer purchases because they are spending less on

In 1977, almost $5.5 billion went to supplement the income of poor
households of all ages through this program. Up until recently, par-
ticipating individuals and families were required to put up a certain
amount of money based on their income level in order to buy stamps
which would have a greater face value than was actually paid for them.
In 1977, the initial purchasing requirement was dropped, and food
stamp participants now receive just the “bonus” stamps in the amount
of the subsidy for which they are eligible.

Eligibility and benefit standards are set nationally with a number
of deductions permitted to distingnish betiween those who incur extra
expenses because of work-related costs or other uncontrollable costs of
living. On the average, some 17 million people participate in the food
stamp program, receiving monthly benefits averaging $27.

The Department of Agriculture does not routinely gather figures
on elderly participation rates in the food stamp program. However, in
1977, USDA and the Census Bureau compiled a sketch of participation
by the aged. The information collected was based o a 1975 survey of
the food stamp population.

Tt is generally believed that only a small fraction of the aged eligible
actually receive food stamp benefits. The 1977 report indicated that
only 18 percent of the people over 65 eligible for food stamps received
them. Continuing obstacles to greater participation include: (1) Un-
awareness of the program; (2) inability to understand administrative
regulations; and (3) the stigma of “welfare” attached to program
participants.

SUPPLEMENTAL Security IxncomE ProcrAM

For exactly the same reasons as above, elderly people do not par-
ticipate in the supplemental security income program in numbers re-
flecting their eligibility. Estimates suggest that perhaps as many as
50 percent of the aged are eligible for SSI but are not currently en-
rolled in this program designed to put a floor under the income levels
of aged, blind, and disabled people.

Federal, State, and local government agencies have not adequately
addressed the need for greater outreach to urban and rural low-income
aged persons who are not aware of their eligibility for SSI benefits
or food stamps. We would encourage a greater commitment of funds .
and manpower to assist older people in finding out what Government
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services they may Le eligible for, and assistanice in going through the
bureancratic maze of applications and procedures.

As of February 1978, 2,045,954 senior citizens were receiving SST
benefits. The average monthly Federal benefit is $96, although wide
variations in State supplementation of Federal benefits do exist. To
lustrate this great disparity in State supplements, California SSI
recipients may receive a maximum supplement of $112; 24 States, such
as Texas,do not supplement atall.

The supplemental security income program provides direct monthly
payments to qualifying individuals whose resources fall below speci-
fied national standards. In June 1978, the established maximum
monthly benefit for an individual was approximately $178 and $284
for a couple. The SST program presently serves only to bring income
levels for participants up to a level which is below the poverty level;
benefits are reduced drastically when other unearned income is avail-
able. As an example, a person receiving social security is allowed
only a $20 disregard of benefits before SSI benefits are reduced dollar
for dollar. Thus, an aged individual receiving a monthly social secu-
rity benefit of just $198 would.not receive any SSI benefit.

For earned income, the first $65 per month and one-half of the
remainder is disregarded. However, if eligibility is lost, categorical
eligibility for medicaid may also be lost. Thus, a major work
disincentive exists.

EMPLOYMENT

The steadily declining ability of seniors to make ends meet has
resulted in a growing interest in continued part-time and full-time
employment. In addition, for many older people, retirement often is
synonymous with loneliness and a sense of rejection, and for these
people, employment provides a continuing sense of usefulness and
involvement.

Unfortunately, many barriers exist, and middle-aged and older
workers today represent a large portion of the unemployed and under-
employed. People 55 and over also have far longer periods of unemploy-
ment than do their younger counterparts in the work force. One indi-
cator of extended unemployment is the number of working who have
exhausted. their unemployment benefits. A recent study on the subject
revealed that 70 percent of the over-45 workers and 40 percent of the
over-55 workers had exhausted their unemployment benefits.

In spite of Federal and State laws prohibiting illegal discrimination
in hiring, firing, and retirement policies on the basis of age, many cases
of blatant discrimination against older people continue today. Up until
recently, the Federal Age Discrimination in Employment Act only
covered workers between the ages of 40 and 65, thereby allowing em-
ployers the freedom to force employees to retire at age 65. Last year,
this Taw was changed to protect workers in the private market up until
age 70, and the upper age limit was lifted entirely for Federal workers.

Because of the general failure of the private market to adequately
- meét the needs of middle-aged and older workers, two Federal pro-
grams: currently operate to provide limited assistance to the older
workér:’ o e o

The *Comprehensive Employment and Training Act—CETA—is
the Nation’s largest public employment program. However, its main
focus is on youth unemployment. Although we recognize the severity
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of the:problem in providing jobs for America’s young people, the
CETA: program has largely ignored the problems of the aged in find-
ing jobs. Findings of the U.S. Commission on Civil Rights revealed
that although persons 55 and over represented 9 percent of the un-
employed in 1977, only 5 percent of the enrollees in the CETA pro-
gram were 55 years of age or older. Additionally, the 9 percent figure
understates the problem of elderly unemployment because it does not
take into account the many discouraged workers no longer actively
seeking jobs.

The Commission study states:

These figures probably understate the actual situation because, aceording to
many persons in the field of aging, employable persons 65 and over are not ade-
quately reflected in data on unemployeéd persons.

Both because of the large number of aged unemployed and because
of the inadequacies of the CETA program, a senior community service
employment program providing part-time community service jobs to
people over 55 was created in 1968. In its first year of operation, the
SCSEP provided jobs for about 2,000 older persons. Today, more than
37,000 people are working within the program which 1s sponsored
by five national aging organizations and has an operating budget of
$190 million.

There has been a major investment over the past 10 years in develop-
ing the expertise required to effectively administer the community
service employment program. It has been clearly demonstrated that
the national contractors have been responsible for the success of the
program, and have administered the program effectively and efficiently.
Yet, the fact is that efforts are underway in the Senate version of the
Older Americans Act to diminish the level of activities of national
contractors by as much as two-thirds of their current funding levels.
If the Senate position is upheld in the current OAA reauthorization
discussion, the hold-harmless date for insuring minimum support of
national contractors’ activities will be maintained at the June 30, 1975,
level. At that time, national sponsors were receiving only $42 million.
We are hopeful that the fine track record developed by all national
SCSEP sponsors is recognized and that the hold-harmless is updated
to the September 30, 1978 level of $190 million.

However, even programs such as SCSEP which have an excellent
record, are insufficient to meet the needs of the older worker. Not only
will higher levels of funding be needed, but greater encouragement
and more innovative approaches will be required to extend the work-
ing life of productive individuals who might otherwise retire, volun-
tarily or involuntarily. Not only is this important to maintain an
adequate standard of living for older people, but it will become of
increasing importance to the health of the Nation in years to come.

1.

SocraL SERVICES

The birth of the SCSEP was spawned out of the need for a man-
power program with special emphasis on the needs of older workers.
A similar history can be traced for the establishment of the Older
Americans Act. Before the OA A developed into 2 major service pro-
gram for the aged, older people traditionally fared poorly in State-
administered programs of social services. The unfortunate friction



286

between age groups that has manifested itself—for example in the title
XX program authorized through the Social Security Act—has left the
elderly poor underrepresented in this and other nonage category
approaches.

The Older Americans Act, currently funded at an annual level of
$489 million—excluding title TX—established a network of nearly
600 area agencies on aging under the auspices of State agencies on
aging. The function of these agencies is to determine the needs and
services in the community and insure that the delivery of services is
planned and coordinated in an efficient and equitable manner. A vast
array of services may be offered depending upon the needs of the
community.

A recent trend that we find distressing is the shifting emphasis on the
part of State and area agencies on aging to a more active role in the
direct provision of services to the aged. We view these agencies as plan-
ners and coordinators as well as evaluators of the services provided to
the aged in the community. They should be maintaining an arms-length
distance in order to objectively evaluate the quality of services pro-
vided, and to maintain credibility as planners

LireLoNe LEARNING AND THE AGED

In 1976, the Congress passed amendments to the Higher Education
Act, popularly known as the Lifelong Learning Act. With the passage
of that act, our organization hired an education consultant to its affili-
ated National Senior Citizens Education and Research Center.

We have found that the act has stimulated discussion of education
for the aged and the gathering toegther by the Office of the Assistant
Secretary of DHEW for Education of statistics and information about
a wide variety of Federal activities that affect learning activities of the
aged. However, there has been little if any change in the amount and
usefulness of learning opportunities available for the aged. Too little
too late is the education story of too many of the aged.

In the field of adult learning, the more education a person has re-
ceived and the higher his economic status, the greater is the likelihood
that the adult will be participating in some form of education.

The present, population of the aged has more illiteracy than other
age groups, a lower average number of years of classroom attendance,
and a disproportionate number at or below the poverty line. Moreover,
mobility is a serious problem for the aged.

All of these obstacles mean that special effort is required to inform
the aged of learning opportunities and to transport them to class-
Toom or other learning settings. Such effort has been very successful
‘ 11}11 spe]cml demonstration projects, but it is the exception, rather than

he rule.

NCSC makes a special effort to look to the interests of the less ad-
vantaged of the aged. This means that we have a special interest in
seeing that learning opportunities are made available to the illiterate
and partially literate. Their rate of participation in the federally
funded adult basic education program is low, and the elementary and
secondary school systems which generally provide ABE learning op-
portunity have not been aggressive in seeking to serve the aged. In
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some areas, community colleges have been aggressive in seeking to
serve the aged, partly because they have received demonstration grants.

In education, as is the case in other services and opportunities, the
aged are subject to something that might be called grantsmanship
roulette. The aged who live close to an institution that has received a
demonstration grant may have learning opportunities that are not
available to the aged living 50 miles distant.

A very serious problem in education for the aging is that some edu-
cators feel it is a waste of time and money to provide learning op-
portunity for the aged. Our response to that is that today’s aged
have given generously through the taxes they paid during their
working lives to build the most comprehensive system of free public
education the world has ever known. The retired worker who quit
school in the eighth grade to work for a living and paid school taxes
until he retired seems to us to have a moral right to the free education
that he did not get when he was young.

We are particularly concerned that public and privately funded
ventures into what is sometimes called citizen education—an effort
to provide citizens with the information and skills needed to use our
democratic political process to better their lives—tend to overlook the
aged and concentrate their attention upon the young and middle aged.
But the aged—not our members at least—do not retire from citizenship.

It is noteworthy that the National Institute of Education has at
thisdtime no program to study the learning needs and wants of the -
aged. :

The blunt truth is that today’s aged have financed a vast and ex-
pansive publicly funded educational bureaucracy which gives a very
low priority to providing appropriate learning opportunities for them.

Someone has said that $9 out of every $10 in public funds going to
the aged for education purposes goes to train a gerontologist or social
worker to teach the aged what to do with the remaining dollar. This
may be hyperbole, but it illustrates an attitude that we in the NCSC
find frustrating and just plain wrong.

There are enough good, but small, programs to assist the aged in
learning what they want to know and what they need to know to
demonstrate that we could make learning a rich part of the aged
experience.

There are also enough good, but small, programs which use the aged
as learning resources for the young—as tutors and as witnesses to
events being studied as history—to demonstrate that we are wasting a
valuable resource by not having more of these intergenerational
programs.

Programs in existence demonstrate that learning opportunity for
the aged can accomplish these things: '

Provide new goals and accomplishments to replace the void left by
departure from the world of work.

Help the aged to cope as consumers and citizens.

Provide recreation and entertainment ; and

Benefit those of other ages by providing a learning resource for them.

A casual examination of the life of the aged show that far too few
of them participate in any of the above.

The National Endowment for the Humanities funds courses in litera-
ture for the aged. Its brochure states the premise for this program: “If
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I had but two loaves of bread, I would sell one of them and buy white
hyacinths to feed my soul.” .

We at the National Council of Senior Citizens are not insensitive
to the values of culture, but our first priority is to see that the aged
possess one loaf of bread and a roof over their heads. In education this
means that our first priority is to provide basic education for the aged
who did not receive it when they were young.

We ‘believe that while some of the ageg may enjoy discussing the
poetry of Dylan Thomas, more would benefit from courses on the great.
historical events that occurred during their own lifetimes and we are
suggesting such a course to the National Endowment for the
Humanities.

Many of our members spent their working lives in the school of hard
knocks. The NCSC strongly urges the educational bureaucracy of the
Federal Government to place a high priority on providing a pléasanter
classroom for them now. -

STATEMENT OF DR. BERNARD I. FORMAN, WASHINGTON, D.C., REP-
. RESENTATIVE, NATIONAL GRAY PANTHERS

Dr. Forman. I am Dr. Bernard I. Forman, official representative of
the National Gray Panthers. In the absence of Maggie Kuhn, national
convener of the Gray Panthers, I am happy to accept your invitation
to appear before the Senate Special Committee on Aging to express
our views and offer some recommendations regarding the most press-
ing problems still confronting older Americans today.

Although the popular image of the Gray Panthers is that of a group
of oldér people selectively concerned with issues affecting the elderly,
we aré in fact a working coalition of like-minded old, young, and mid-
dle-aged activists. We are banded together to expose and attack ageism
in all its forms, and to challenge and eradicate every vestige of age-
based discrimination in our society. We see ageism as having four basic
dimensions : Stereotyping, segregation, paternalism, and victim-blam-
ing. They tend to overlap and reinforce each other and provide con-
venient alibis for social evasions and calloused exploitation. Young and
old alike suffer from their common, characteristic failure to recognize
that people remain individuals throughout life—and have individual
needs, desires, and problems, regardless of age. Categorizing people as
too immature or “overqualified,” too impetuous or “set in their ways”
ignores the infinite variety of human nature and human experience.

Paternalism has many faces. It appears in the guise of “benign ne-
glect” or “benevolent despotism.” It shows itself in overprotectiveness
of both young and old, disregarding individual capabilities. It is pre-
sent in the assumption that some people are inherently dependent and
welcome well-intended interference with their rights and freedom of
choice. It may explain the tokenism in the rewards granted to retirees
for not “making waves,” since it may assuage the guilt feelings often
experienced by young replacements for older workers. :

Lastly, our society finds it easier to blame the victim rather than it-
self for its own shortcomings. Older workers are criticized for not re-
tiring voluntarily and making room for deserving younger workers.
Younger replacements are blamed for forcing their older predeces-
sors out. “Young, new blood”. clashes with “old, tired blood,” and often
produces “bad blood” between generations. As a result, the social serv-
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ices that are supposed to blunt the pain of aging are viewed as “hand-
outs” that lead, In turn, to “taxpayers’ revolts” and punish those who
need help most. Unfortunately, human values sometimes place a poor
third behind self-interest and false economy.

The Gray Panthers movement includes people of all ages in some 60
networks across the country. With over 24 million Americans over 65,
it is obvious that the problems of a “oraying America” cannot be easily
“swept under the rug.” This new series of hearings is a clear index to
the importance Congress attaches to the various issues affecting the
elderly. Our interest in so many interrelated questions of national con-
cern may seem too global. But we are convinced that the interests of
older Americans are inseparable from those of all other Americans. We
also feel that radical changes in our faltering economic system, within’
its traditional democratic framework, are called for if we are to rectify
its present weaknesses and inequities. In this context, the Gray Pan-
thers are deeply committed to active involvement in any programs or
proposals crucial to the country asa whole.

Nevertheless, we recognize the hard realities. We know that we’
cannot tackle every important issue with equal force and have had
to order our priorities according to our own perceptions. Among the
key issues of particular concern to the Gray. Panthers—not necessarily
in order of importance—are the following: .

FuLn, EMPLOYMENT

Although we view S. 50, the Humphrey-Hawkins Full Employ-
ment and Balanced Growth Act, as imperfect and weaker than we
would like it to be, we regard its passage as essential to the economie.
health of the country. We have supported and still support the measure:
and recommend passage by Congress as expeditiously as possible.

We also look favorably upon supplementary legislation, like S. 2805,
Senators Chiles and Domenici, that proposes measures for upgrading
-and maintajning skills of older workers, as an adjunct to CETA.
H.R. 10814, Congressman Waxman, the “Second Careers Act of 1978,”
would also be worthwhile considering, if fitted in with S. 2805. ‘

NaTioNAL HEALTH SERVICE

The Gray Panthers strongly favor the National Health Service Act,
H.R. 11879. We consider a national health service vital to the welfare
of all American citizens of all ages. We see holistic health care as
encompassing all facets of mental, physical, and environmental health,
unimpeded by the profitmaking motive. This includes the services of
professional health providers and paraprofessionals in interdiscipli-
nary teams, with special emphasis on health education, preventive
medicine; and occupational safety. Community involvement should
maximize the effectiveness of health service delivery and assure a
higher quality of life for young and old alike.

The Gray Panthers have been involved in a 3-year study of the
nursing -home industry, culminating in a recent book that exposes
abuses, violations of patients’ rights, and similar deficiencies. These
have recently been the subject of congressional investigation, along
with exposures of fraud in medicare and medicaid, and we continue to
be deeply concerned with needed reform in both areas. '
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MANDATORY RETIREMENT

We welcome the recent action of the Congress in raising the ceiling
for mandatory retirement to age 70 for most private employees and
removing it entirely for the bulk of Federal workers. We also appre-
ciate the promises of legislators in both Houses to eliminate the prac-
tice entirely. However, we are not entirely satisfied with temporary
and piecemeal expedients and will not be satisfied until the policy is
abolished completely in both public and private sectors. )

The Gray Panthers have chosen to make mandatory retirement a
primary target for their active opposition because it symbolizes some
of the most odious characteristics of ageism, officially sanctioned. Tt
represents a kind of simplistic stereotyping that portrays all older
people as uniformly outworn, unproductive, and incompetent. It tries
to justify an exclusionary policy on grounds that research has shown
are without foundation. Yt purports to be efficient, impartial, and
humanitarian when in fact it is wasteful, diseriminatory, and inhu-
mane. On the pretext of reducing unemployment, it plays a game of
“musical chairs” by exchanging the unemployment of youth for the
unemployment of the elderly, thus exacerbating intergenerational
conflicts. A

It is interesting to note that many industrialists and legislators now
recognize that our rapidly aging society can no longer afford to waste
the invaluable expertise of its elders or support the heavy burden that
early retirement places on those who are still employed. The abolition
of mandatory retirement is not a panacea, but it is a major key to
relieving “the plight of the elderly.” Reconsideration of its repercus-
sions may force our society to face up to the paradox- of persistent
unemployment in a system supposedly predicated on continuous
growth and expansion. '

CrviL Rieurs

Because age discrimination in employment is so closely linked with
civil rights, the Gray Panthers are inferested in proposals to amend
the Civil Rights Act so as to include age among the protected cate-
gories now listed. We will therefore follow with interest and continue
to support legislative efforts like S. 3067 and H.R. 3505, that aim at
this desirable objective.

THaE OLDER AMERICANS AcCT

The Gray Panthers have supported the extension and improvement
of the Older Americans Act, with certain reservations, and will con-
tinue to monitor the implementation of its various titles and pro-
grams. We appreciate the need to give priority to the requirements of
those who need assistance most urgently—the frail, the disadvantaged,
and the minority elderly. However, we still have some doubts about
the practical impact of the act on its ostensible beneficiaries. It is still
unclear whether it is actually benefiting all older Americans—as origi-
nally intended—or encouraging separatism and segregation of the
elderly, perpetuating dependence on others, and leaving the door open
for widespread exploitation of the vulnerable aged.
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WELFARE REFORM

Because so large a proportion of older Americans are poor—or have
become poor because of inflation and drastically reduced incomes—
many of them are compelled to rely on welfare in order to survive. For
those who do not qualify for Older Americans Act programs or are
excluded from CETA or similar employment opportunities because of
their age or infirmities, this may be their only alternative. The Gray
Panthers are committed to support any improvements that may be
legislated through measures like the Welfare Reform Act, H.R. 9030

and H.R. 7200.
Criyvar, Cope Rerorm, S. 143 axp H.R. 6869

Insofar as it may affect the rights of elderly Americans, as well as
other Americans, the Gray Panthers are concerned about hasty revi-
sions of the criminal code. They will look with great care at any
changes that infringe upon the traditional rights of American citizens,
old or young, rich or poor.

The Gray Panthers recognize that outlawing mandatory retirement,
or implementing the Full Employment Act, or making more CETA
jobs available to the elderly, will not make unemployment disappear
completely overnight. For that reason, among others, they heartily
endorse current efforts to expand part-time opportunities, to experi-
ment with flexitime and shared jobs, and explore similar alternative
working arrangements in both the public and private sectors. They
especially appreciable recent investigations in Congress of possible
alternatives to abrupt retivement, like “phased retirement,” “trial
retirement,” or “gradual retirement.”

Tt is becoming increasingly apparent that “volunteerism,” while
rewarding and worthwhile for many retirees, does not satisfy every-
one. Gainful employment is still a vital need for most people, whether
the need is physical, financial, or psychological. Any legislation that
genuinely seeks to enrich the lives of Americans of all ages will be sure
to attract the attention of the Gray Panthers. But it will still have to
merit ont wholehearted approval.

Thank you for this opportunity to present the views of the National
Gray Panthers.

STATEMENT OF CARMELA G. LACAYO, EXECUTIVE DIRECTOR, ASO-
CIACION NACIONAL PRO PERSONAS MAYORES

Ms. Lacayo. Mr. Chairman and distinguished members of this com-
mittee, on behalf of approximately 1.3 to 1.8 million viejitos, Hispanic
older persons. I thank you for this opportunity to share a Hispanic
perspective of the issues under consideration before this committee:
retirement, income, and lifelong learning. While the Association
Nacional does not pretend to speak for all Hispanic older persons in
this country, we are keenly aware that as the only national organiza-
tion representing the Hispanic elderly, we have a responsibility to
provide the Senate of the United States with the best information pos-
sible about the Hispanic community and its elderly.
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Thus, in preparing for this hearing today, members of my staff
and I began to identify the kinds of facts that would assist this com-
mittee and the Senate as it focuses on these important issues affecting
the Nation’s elderly. I would like to be able to tell you with conhdence
the number of Hispanic elderly living in the United ‘States; how
many of them receive social security and the av erage , amount they
recelve ; whether they live alone or with their families; whether they
receive 1nechc‘1re, medicaid, or other forms of assistance. But, un-
fortunately, because of the scrlous lack of reliable empirical data about
the Hispanic community in this country, there is only sketchy in-
formation available about the Hispanic elderly.

The Bureau of Census states that there are prpLommately 1,100,000
Hispanic elderly—age 55 and older—living in the United States to-
day. Yet, most Latino leaders disregard Census’ enumerations as seri-
ously undelcountm« Hispanics in “this country. They estimdte that
there are between 1.3 and 1.8 1n11110n Hispanic elderly hvmfr in the
United States.

Almost half of the Hispanic eldel ly of the United States are f01 ‘eign
born. The bulk of this remarkable statistic is composed .of Puerto
Ricans and Cubans, reflecting foreign born popu]atlons of 91 and 93
percent, respectively.

Like the rest of America, the Hispanic elderly live in-metropolitan
areas—approximately 81 percent in 1975.

The estimated lifespan of a Hispanic person in the Unlted States
is 55 years compared to 70 years for non-Hispanics in the United
States.

Approximately 70 percent of the Hispanic elderly in the.United
States have completed less than 5 years of schooling.

In 1970, approximately 39 percent of the Hlspamc elderly were ac-
tive members of the labor force. Yet, despite this long participation in
the labor force, in 1970, the average annual income > of the. Hispanic
older male was only $4, 234.

‘While the empir tcal data necessary to describe the Hispanic elderly
is sketchy and incomplete at best; there are demographic facts about
the Hispanic community upon which there is basic agreement, and
which portend that steps should be taken now in preparatlon for the
future.

All estimators agree that the ngpanlc population is 1:Lp1dly increas-
ing. Between 19(0—(6 the Census Bureau shows an annual growth rate
of 3.5 percent. Hlspamc leaders estimate the growth rate to be even
more rapid. Whatever it is, however, even the Census’ figures show -
that Hispanics accounted for one- fourth of this country’s populatlon
growth between 1970 and 1976. Co

- The ‘Hispanic community is growing faster than the rest of the
U.S. population, and it 1s almost certain that such growth will con-
tinue in the future. The sources of this growth are: (a) The younger
median age of Hispanics—20.9 years compared to 28.9 years overall;
(0) the larger size of Hispanic familie i
average American family; (¢) the contlnued influx of le(ral IIlspfuuc
immigrants—about 150,000 per year; and (d) some form of amnesty
for a pmtlon of the undocumented Hispanic immigrants.
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Mepiax Hispanic Ace: 20.9

The Hispanic community’s median age of 20.9 years means that 50
percent of the community is older than 20.9 years and 50 percent of
the community is younger than 20.9 years.

Indeed, according to 1978 Census data, almost 42 percent of the His-
panics in the United States are 18 years old or younger. Demographers .
agree that the highest fertility ages are between the ages of 20-29.
Since the Hispanic community is just on the threshold of the highest
fertility aged period, given Hispanics larger family size, it is clear
that the Hispanic community will significantly increase over the next
two decades by propagation alone. Thus, the policies and plans formu-
lated today, in anticipation of the aged of tomorrow, must consider a
significantly expanded Hispanic elderly population.

By these hearings, this committee is beginning the difficult task of
determining what Federal Government policy should be on growing
old in America. But policy does not operate in a vacuum. Government
policy on retirement, employment, and lifelong learning will affect all
of society’s attitudes and opinions about work and growing old in
America. Such policies will have a profound effect on all the institu-
tions of society. And unless steps are taken to affect the realities of
minority group workers today, the prospects of retirement and life-
long learning will be meaningless for minority group workers tomor-
row. For it is unrealistic for Hispanic older workers to contemplate
retirement when the average lifespan of a Hispanic male is only 55
years.

So Senators, as you explore the possible effects of various aging poli-
cies on society’s interrelationships, it is important to know and under-
stand that the hopes inherent in retirement, employment, and lifelong
learning, hopes that so many take for granted as promises, are illusions
for most Hispanics in the United States. As leaders in the field of
aging, all of us are challenged to vitalize those hopes. I look forward
to working with you and my colleagues in aging, toward securing
retirement, employment, and lifelong learning as options available to
all of our people.

Thank you.

STATEMENT OF CHARLES L. MERIN, LEGISLATIVE REPRESENTA-
TIVE, NATIONAL ASSOCIATION OF RETIRED FEDERAL EMPLOYEES *

Mr, Merix. Mr. Chairman, I am Charles L. Merin, legislative repre-
sentative of the National Association of Retired Federal Employees—
NARFE. The association is 57 years old and is composed entirely of
retired Federal employees, their spouses, and survivors. We have a
dues-paying membership of more than 300,000 persons, and we repre-
sent the legislative interests of some 1.5 million retired .Federal
workers. We very much appreciate the opportunity to participate in
this roundtable discussion. .

The abolition for most, Federal employees of mandatory retirement
shines as a beacon in the history of American personnel relations. The

1 See appendix 1, item 7. p. 355; item 8, p. 356; and item 9, p. 357 for sul lemental
material submitted by NARFE. r e
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compelling economic, social, and psychomedical forces which spurred
its passage have been adequately addressed by this and other com-
mittees of the Congress. My association is proud of the role it played
in lobbying this landmark legislation into law. A copy of our testi-
mony 1is enclosed for your perusal.’

In his testimony before this committee on July 19, Civil Service
Chairman Alan Campbell stated that: “The elimination of the age
70 mandatory separation provision of the law for most Federal civil-
ian employees is not expected to have any major impact on the Federal
service.”

We strongly disagree. We believe that the Commission study of
the impact of the new law will prove otherwise as well. Mandatory
retirement served as a significant psychological disincentive to per-
formance by older workers. With no hope of remaining on the job
past mandatory retirement age, worker self-esteem and productivity
most certainly diminished. By raising the mandatory retirement age
for private sector workers from 65 to 70, the Congress has only de-
ferred the larger issue with which it must wrestle. My association
believes that as long as employment barriers based on age remain,
the full meaning of the Age Discrimination in Employment Act
Amenments of 1978 will never be realized. For that reason we have
lent our support to legislation prohibiting the mandatory retirement
of any working American. We believe that 23 million persons age 65
and over deserve no less.

One area in which the Federal Government as an employer has
shown admirable initiative has been in flexitime employment. Chang-
ing economic, social, and demographic patterns have made it clear
that employment is no longer an immutable state of being, regulated
by set hours or fixed work conditions. This is particularly true for
older workers who are currently retired or who are considering retire-
ment. For many of them, flexitime employment offers significant
financial, psychological. and social alternatives to the rigid state
known as retirement. The association has addressed this topic in
earlier hearings before the Congress, and a copy of our testimony is
attached for your review.? Flexitime employment is a worthwhile
concept whose timeliness has been aided by the rising financial bur-
den of providing an adequate retirement income for older persons.
‘We believe that the total abolition of mandatory retirement practices,
the adoption of flexitime work schedules, and the use of financial
incentives to dissuade persons from opting for early retirement, offer
creative solutions to that vexing financial problem.

Ecoxoxics oF RETIREMENT

I’d like to address the economics of retirement for just a moment.
A fellow I know once astutely observed that the only difference be-
tween an old man and an elderly gentleman was money. Adjustments
in retirement or lifelong learning opportunity without concomitant
improvements in the quality of retirement income, are insufficient
achievements. As all of us here today know only all too well, inflation
hits hardest at those living on fixed or relatively fixed incomes. It is

1 See appendix 1, item 7, p. 355.
2 See appendix 1, item 8, p. 356.
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estimated that almost onehalf of the American population is de-
pendent, in a direct or indirect way, on the Consumer Price Index for
various benefit adjustments. The Government Operations Committee
of the House has pending before it legislation which would require
the use of the new all-urban CPI for all cost-of-living benefit adjust-
ments as of July 1, 1978. While my association does not formally
oppose the use of the new all-urban index for future cost-of-living
adjustments, we are concerned that this new index has seriously de-
- emphasized two categories of major importance to older persons—
food and medical care. Our testimony before the Government Opera-
tions Committee * detailed these concerns, and called on the Bureau of
Labor Statistics to study the feasibility of a CPI for the elderly.
T repeat that call today. Changing demographics and inflation’s vic-
timization of the ability of many older persons to meet life’s most
essential needs, argue compellingly for this initiative.

Many persons nearing retirement view its prospect with great fear
and trepidation. A recent university study established retirement as
one of life’s most traumatic experiences. Given that, we belicve that.
the Civil Service Commission needs to expand and improve the pre-
retirement counseling services available to its employees. Preretire-
ment counseling is not mandatory for Federal employees, and we
respect the right of every individual to decline the use of this valuable
service. However, those who seek it far too often find Federal personnel
officers poorly informed or misinformed about the important decisions
which need to be made prior to retirement. A recent conversation with
a NARFE member well illustrates the point. :

Tt seems that as the woman approached the date of her retirement
from the Federal service, she approached her agency personnel officer
for counseling. The personnel officer informed the woman that Civil
Service Commission regulations mandated a 2-year delay from the date
of retirement before survivor benefit coverage could be elected. The
woman dutifully waited the 2 years from the time of her retirement,
and then sought out the personnel officer nearest her home. The coun-
selor then informed her that she had been misinformed; in point of
fact; Commission regulations clearly stated that such an election could
only be made at the time of retirement or within 1 year of that date.
1t was my unfortunate duty to inform her that the information her
orignal personnel counselor had provided her was incorrect, and that
existing Commission regulations offered little hope for redress. Fortu-
nately for this reason, legislation—H.R. 3800—to authorize a second
chanee to elect survivor benefit coverage, now pends before the House.
This is but one incident, yet illustrative of a recurring problem in-
volving poor or inadequate preretirement counseling for many Federal
workers.

Urcext NeED FOR RETIREMENT COUNSELING

My association urges the Civil Service Commission to take steps
to insure that Federal personnel counselors throughout the Nation
provide accurate retirement counseling. The designation of a retire-
ment counselor for each Federal personnel office may be a useful vehicle
toward achieving that goal.

1 See appendix 1, item 9, p. 357.
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Some basic data dramatizes the urgency of this problem. In 1965,
there were approximately 728,000 Federal annuitants and .survivors
throughout the United States; today that figure exceeds the 114 million
mark. With Federal employees retiring at the rate of approximately
80,000 per year, the need for competent and readily accessible pre-
retirement counseling services is clear. I

As an aside, it may interest the committee to learn that my asso-
clation, with the approval of the Civil Service Commission is now ac-
tively involved in the Federal preretivement counseling - process.
NARFE regularly sponsors preretirement, seminars for. Federal em-
ployee groups ranging in number from 50 to 500. At the solicitation of
a Federal agency, the association has coordinated complete retirement
seminars, producing expert speakers, and distributing retirement lit-
erature to those assembled. These presentations focus on alternatives
to retirement in the form of second careers and flexitime employment,
technical aspects of the Federal annuity program, estate planning and
wills, and other areas of general concern to prospective retirees. The
organization does not charge nor will it accept fees for providing
this service. Through this involvement, we hope to aid in the improve-
ment of preretirement counseling services, and to attract new members
to the association. : _ S

This concludes the written portion of my presentation. I will be
pleased to answer any questions you have about the association. I
appreciate the privilege of appearing before you today.

STATEMENT OF DR. MILDRED M. SELTZER, PRESIDENT-ELECT, AS-
SOCIATION FOR GERONTOLOGY IN HIGHER EDUCATION

Dr. Sevrzer. The Association for Gerontology in Higher Education
18 an organization of over 150 institutions of higher education, all
of which are engaged in activities related to education and research
about aging. My main emphasis and bias, therefore, is an obvious
one—upon education and research in the study of aging and related
issues. If I have another bias, it is the equally obvious one of -being an
older woman.

Despite my biases I know there is ample evidence to show the need
for increased stable funding to support research and education in the
field of aging. In the testimony given at the hearings in July, many
basic questions are posed which can be answered only through con-
tinuing programs of research and education. S

Within the context of the hearing subject—retirement, work, and
lifelong learning—I will stress: (1) The need to develop policy and
plan programs based on accurate information about older Americans;
(2) gaps in our knowledge about retirement and its implications for
policy and program planning; (3) the need to learn more about chang-
ing social attitudes toward work and its implications for pension pro-
grams and retirement policies; and (4) the need to have effective pro-
grams of lifelong education that are developed from an adequate
knowledge based on _educational needs and the most effective ways
of meeting those needs. '

In reading through the material presented at the J uly hearings, T
was Impressed with how much we know, how much has happened, and
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yet there are significant gaps in our knowledge about work, retirement,
and lifelong education. For example, we have a great deal of demo-
graphic data, analyses of economic trends, and information.about our
social security program. At the same time, our forecasts are often
ignored, our programs have not always been evaluated except by hear-
say and anecdotes, and our research has, in many instances, been lim-
ited. Weo do not necessarily know the policy implications of some of our
research. While in our speeches and recommendations we stress the
need for lifelong education and long-range planning for older people,
we do not always consider how, where, when, and why to implement
our recommendations. o

In part, our present situation is understandable. In the past, our
need to solve the new problems created by a large older population and
the necessity to develop a social policy about older Americans were
so great that we were willing to try almost anything. It is, therefore,
particularly important that we take time now to do research on what
has and has not worked so that we may plan more adequately. for the
present and future older populations. It is legitimate to expect re-
search to provide us with accurate information which will enable us to
climinate mistakes and improve social conditions. While we may not
be able to achieve the ideal, we can certainly achieve more satisfactory
conditions for older people. ‘ :

To achieve these more satisfactory conditions, it is important to
plan programs and develop policies based upon accurate descriptions
and information about older Americans rather than upon our stereo-
types about them. For these reasons, it is essential that we devote
financial and other resources to both education and research about
aging. While my focus will be upon retirement, svork, and lifelong
cducation, let me also stress that what I say about the need for re-
search and education relates to countless other topics. It is vital to
recognize that those studying aging and the aged are dealing with
reseprch strategies and topics that have implications for gaining a
better understanding of other aspects of the entire life cycle. It is
important also to understand that there is currently no clearinghouse
for research about aging and no collected data base, and that few peo-
ple are engaged in reanalyzing and/or replicating older research in
order to assure us that our previous findings are accurate descriptions
of the people we are planning for. We also have to keep reminding our-
selves that the older population is not a single, monolithic population
but instead a constantly changing heterogeneous one, consisting of
many different segments needing many different things—old Euro-
pean-born Jews are not the same as old New Ingland Americans who
in turn ave not the same as old rural Americans in Nebraska. Research
findings may not be generalizable to all older people. Programs meet-
ing the needs of one segment of that population may not necessarily
meet those of another segment. Age isn’t necessarily the gieat leveler.
It is also important that we recognize that today’s solutions to the
problems of older people may well carry the seeds of tomorrow’s prob-
lems for older people. For example, the raising of the retirement age
may operate against the older people of tomorrow who prefer carlier
retirement but find it socially unacceptable.
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RETIREMENT

As all of those present know, we have a great deal of research on
some of the social and psychological variables relating to retirement
and about attitudes toward retirement. We lack information on the
extent to which ethnicity, race, and sex affect decisions to retire and
patterns of retirement. We also lack information about the impact
of retirement on family relationships and upon working organizations.

In the past, it has been assumed that women’s adjustment to retire-
ment has not been nearly so difficult as men’s. After all, the women’s
primary role was a familial one and her work tended to be of sec.
ondary importance to her. Increasingly, in part as a result of research
and in part as a consequence of the woman’s movement, people are
beginning to recognize that women work for many of the same reasons
as men—money, recognition, success, and because they like what
they’re doing. Increasingly, also, we are aware that more women are
entering the labor force—particularly middle-aged women who con-
stitute the fastest growing segment—although generally in lower paid
positions than men occupy. There is a general rule of thumb about
women who work, the higher the fewer. This means then that women
tend to be.employed in lower paying positions, jobs that often are not
covered by private pensions or retirement fringe benefits. The Jong-
range consequences of this is a retirement financially poorer than
that of most men. Private pension plans as well as social security
benefits tend to favor economically the retirement of males rather
than females. This is an area in which additional research on differ-
ences to men’s and women’s patterns of retirement could lead o new
policy decisions eliminating the discrepancies in the future and pro-
viding programs including preretirement services to assist disadvan-
taged women in the present.

In July of 1977, 11 scholars and administrators identified with
the subject of retirement, met for a week to discuss and define some
of the major areas in which research about retirement needs to be
done. In Robert C. Atchley’s forthcoming article about this meeting,
it is noted that “. . . retirement research has come a long way in the
years since the NICHHD conferences (1966 and 1967).” In the inter-
vening 10 years between the NICHHD and the Scripps Foundation
meeting, the United States gained considerable information about
and experience with the social phenomenon of retirement. Among the
things we learned were (1) for most people, retirement has become a
normal, expected part of a worker’s occupational cycle; (2) retire-
ment, contrary to what many middle-class researchers believed, is not
necessarily a traumatizing crisis to many workers. In fact, if the
financial disadvantages of retirement could be eliminated, many
people would look forward to retirement in an even more positive
sense than they already do.

There continue to be significant areas in which research needs to
be undertaken. For example, what factors affect the timing of retire-
ment? Why are people retiring earlier than the mandatory and/or
expected retirement ages? Much of our research has dealt with the
impact of retirement upon the individual. Just as important is the
cffect the level of retirement may have on the work organization itself?
Our work ethic has changed, people are less subservient than in the
past to the demands of work. As a society we are moving away from
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a willingness to sacrifice family, friends, and leisure activities to our
jobs. The need to achieve at work has become less important than
other needs. This means that the younger replacements of retired older
workers have a significantly different work orientation. We do not
know how this change in workers’ values and attitudes will affect work
organizations. )

These and other questions are vital ones for research undertakings.
TWe need the answers to these researchable questions in order to:

(1) Anticipate more accurately future patterns of retirement and
how these will affect the Nation’s economy. )

(2) Develop preventive programs which will enable individuals to
plan more effectively for their retirements. ]

(3) Develop specific programs which focus on the unique retivement
problems experienced by members of particular ethnic, radical and/or
sex categories.

(4) Create more effective long-range social policies, based upon
the constantly changing characteristics of the United States’ older
population. Often our solutions are of an ad hoc nature, appropriate
for some segments of today’s older population, but inappropriate for
tomorrow’s. Unfortunately, programs and policies become set in con-
crete, thus carrying the seeds for our future social problems of aging
and the aged.

Work

As we turn our attention to the topic of work, much of what I have
been saying with reference to research about retirement issues applies
to the subject of work. As I already noted, as a society our attitudes
toward work have been changing, and we really do not know as much
as we need to know about these changes and their consequences for our
economy. It would be valuable to undertake research on this topic.
Longitudinal research or research using the more complex but more
accurate strategies developed by Baltes, Schaie, Nesselroade, and
others, could provide us with information about whether or not our
attitudes toward work, its significance in our lives and its meaning are
changing and, if so, to what extent. For example, we need to know the
answers to such questions as “What does work mean to different genera-
tions? To women as compared with men? To different occupational
categories ?” “Is the typical work pattern for women a bimodel one, an
in-and-out-of-the-labor-force pattern?” There are some women who
work throughout their life cycles, just as there are some women who
never work. What are the variables that affect this? We need informa-
tion not only on middle-class and upper-middle-class women, but on all
women.

One of the hot items of today’s research is research on old women.
The National Institute on Aging is sponsoring a conference next week
on this topic. At the annual meetings of the Gerontological Society
there have been panels and paper sessions devoted to this topic. A great
deal of what we hear is polemics. We need more accurate information
about today’s population of old women and predictions about future
ones. Such information is of value in planning and providing specific
programs for specific categories of workers, men, women, rural, urban,
ethnic, and other categories. There are differences between the needs of
a retired rural woman schoolteacher and a retired urban male police-
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man. We need to know what those differences are and how to design
programs to meet the special needs—programs which balance between
individual and social concerns. We also need research to let us know
how effective these p