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CHAPTER I

INTRODUCTION

Historically, work in America has been characterized by
competition among the various groups comprising the latbor
force. The nature and extent of this competition has
characterized the context of many public policy decisions.
For example, legislation by the Tederal government to re-
strict imports or the implementation of immicration lawvs
that limit the nunmber of foreign born allowed to emigrate to
this country are instances of overt uses of public policyv to
mollify external forces affeccting the degree of competition
for work within the economy.

In addition to the use of public policy as an instru-
ment to exert direct control over external forces that
affect the naturc and degree of competition in the work-
place public policy has also been used as a vehicle to in-
fluence indirectly the forces that affect those currently
competing for work. Thus, policies designed to increase en-
ployment for the handicapped, women, minorities or the
unemployed as well as policies designed to regulate the
minimum wages, maximum hours and other standards of work
can be viewed as public policv attempts to mediate between

the competing intcrests within the workforce.



It is within this framework of competition for work
that the issues of job opportunity and occupational
mobility can be viewed. Numerous examples exist of public
policies designed to increase the opportunity of workers
to compete in the labor force. Perhaps the best example
of a comprehensive public policy designed to assure all
Americans the right to equal opportunity in the workforce
has been the Civil Rights Act of 1964, which under Title VII
outlawed discrimination in employment based on sex, race,
color, religion and national origin.

While the question of increasing the opportunity to
compete for work in the labor market has been addressed
through legislation such as the Civil Rights Act of 1964,
occupational mobility has never been the subject of any
comprehensive legislation. Although occupational or job
mobility has a variety of facets, it is most commonly
associated with the ability of workers to advance along the
occupational ladder through increases in skill, responsi-
bility, independence and income. Attempts to address the
issue of occupational or job mobility through public
policy would be particularly problematic, as internal
mobility tends to be a function of worker skill and em-
ployer demand.

llowever, recent federal legislation has taken a
dramatic step toward increasing the right of older workers
to postpone retirement until age 70. This policy raises

serious questions as to the impacts of this legislation on



the job mobility for younger workers, women, and minori-
ties. In 1978, the Age Discrimination in Employment Act
(ADEA) of 1967 was amended to allow workers to remain in

the labor force until age 70, an action the Congressional

Quarterly Almanac regarded as 'probably the most far reach-

ing social measure enacted by the 95th Congress.”1

The implications of this public policy change for the
state of Rhode Island, where labor force participation is
approximately 2 percent higher than the rest of the country
and increasing, and where we have an aging labor force,
suggest that job mobility for younger workers, women and
minorities may be impaired, driving many of these workers
from the state. Such a development would be contrary to
state economic development goals, which seek a population
distribution that will contain fewer proportional members
of the dependent population groups, namely young children
and retired adults, who must be supported by those in the
labor force. Thus, societal trends, like those foreshadowed
by increasing the age of mandatory retirement, have serious
implications for the economic health and vitality of the
state.

This research project will examine the impact of the
1978 amendment to the ADEA of 1967, focusing specifically
on the question of the potential impact on job mobility for
younger workers, women and minorities. This project will
concentrate on these impacts for manufacturing firms lo-
cated in Rhode Island and will use the employer as the

unit of analysis. The principal research objectives are:






CHAPTER TII

LEGISLATIVE HISTORY

Perhaps the most salient characteristic of social
legislation passed during the 1960's has been the expan-
sion of opportunity for all Americans. One of the least
controversial, and possibly one of the most profound in
terms of its impact on all workers, was the passage of
the Age Discrimination in Employment Act of 1967 which
proscribed discrimination in employment on the basis of
age against persons between the ages of 40 and 65. The
Age Discrimination in Imployment Act (ADLFA) added another
group of protected emplovees to those delineated in other
civil rights legislation, most notably Title VITI of the
Civil Rights Act of 1964, which prohibited discrimination
in employment based on sex, race, color, religion and
national origin.

Historically, different categories of discrimination
have displayed distincitve characteristics both as to the
nature of the discrimination itself and the historv of
legal responses to it., Although the ADEA is historically
linked to Title VIT of the Civil TNights Act of 1964, it
has followed its own separate and distinct path. Section

715 of the 1964 Civil Rights Act directed the Secretary



of Labor to study the problen of age discrimination and
report his findings to Congress.

The Department of Labor completed this report in
1965 and found that approximatelyvy half of all private
sector job openings were limited to applicants helow age
55; similarly, persons above age 45 wvould not he con-
sidered for about one-fourth of all job openings. The
Secretary of Labor, "illard Uirtz, concluded that e
discrimination was widespread, and precsented serious con-
sequences for older workers as individuals and the lation's
economy., After careful study, the Secretary concluded
that nonstatutory methods of dealing with age discrimina-
tion would not prove fruitful, and that Congressional
action was warranted.

In January, 1967, President Johnson issued a call
for action to prohibit age discrimination in employment
during his Message on Older Americans. Less than one month
later, a bill was introduced to combat age discrimination
and on June 12, 1968, the Age Discrimination in Emplovment
Act of 1967 (P.L. 90-202, 29 U.S5.C. 621) became law.

Although President Johnson displayed concern for the
welfare of older Americans in many areas, hils specific
concern over the employment prospects for older Americans
was prompted by the unemployment rate for older workers.
Historically, unemployment rates are highest for workers
yaunger than 25 yecars of age for many reasons. For example,

younger workers lack both seniority and the skills of
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of obvious concern to policy makers and it is within

this context that the Congress considered the Apge Dis-
crimination in Employment Act of 1967. Generally, the

act was designed to reduce two distinct elements in the
unfairness of prevailing hiring and firing practices.
First, it attempted to end the discrimination that re-
sulted from a misunderstanding of the relationship be~-
tween age and job performance. Second, it attempted to

end the discrimination that resulted from a deliberate
desire or willingness to take advantage of a chronological
fact. Although originally passed in 1967, the act has been
amended in 1974 and 1978.

Among the original statement of findings and purpose,
Congress declared that older workers faced difficulty in
retaining jobs, securing employment once unemployed, were
subjected to arbitrary age limits in employment that worked
to the disadvantage of older workers; and in industries
affecting commerce, were subject to arbitrary discrimina-
tion in employment, burdening commerce and the free flow
of goods in commerce. (ADEA, Section 2(a)). The purpose
of the act was to:
promote employment of older persons based
on their ability rather than age; to pro-
hibit arbitrary age discrimination in em-
ployment; to help employers and workers
find ways of meeting problems arising from
the impact of age on employment."

(ADEA, Section 2(b)).
Generally, the 1967 act made it illegal to fire or

to refuse to hire applicants solely becausec of age. Em-



ployment agencies were forbidden to refuse to refer ap-
plicants to job openings because of age. The act all but
prohibited placing want ads specifying age preferences

and it forbade labor unions to exclude or expel people

from membership because of age. However, under Section

4(f) the act did not prohibit hiring on the basis of age
when age was "a bona fide occupational qualification
reasonably necessary to the normal operation of the par-
ticular business'", or where the differentiation "is based

on reasonable factors other than age." (1967 ADEA Sec-

tion 4(f)(1)). As an example of a bona fide occupational
qualification, a job advertisement calling for a child

actor for a youthful role in a movie or play would be a
legitimate advertisement. Also, a differentiation based

on reasonable factors other than age might involve an oc-
cupation where physical strength or other physical ability
is important to the health and safety of the worker, as

in the case of air traffic controllers or law enforcement
officials, Section 4(f) of the original act outlined the
exceptions to the extent of coverage intended under the act,
and as might be expected, proved to be a source of confusion
between employees and employers, ultimately resulting in a
number of court cases and necessitating amendments to the
act, One of the three exceptions provided under Section 4(f)
allowed employers to observe the terms of a "bona fide

seniority system or any bona fide employee benefit plan'",
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such as a retirement or insurance plan, which is not "a
subterfuge to evade the purposes of this Act, except that
no such employee benefit plan shall excuse the failure to
hire any individual." (ADEA, Section 4(f)(2). Generally,
this provision, initiated by New York Senator Jacob Javits,
was intended to allow for differential fringe benefits for
newly hired older workers. Javits' concern was prompted by
his belief that in the absence of this provision, "employ-
ers might actually have been discouraged from hiring older
workers because of the increased costs involved in provid-
ing certain types of benefits to them."? Finally, the least
controversial exception, Section 4(f)(3), did not make it
unlawful for employees to be discharged or otherwise dis-
ciplined for good cause.

The original Age Discrimination in Employment Act of
1967 also called for a study of the institutional and other
arrangements which encourage involuntary retirement, to be
conducted by either the Department of Labor or by contract.
This study has not been completed, but is currently in
progress,

Originally, enforcement responsibility was given to
the U.S. Department of Labor, Employment Standards Adminis-
tration. Aggrieved individuals were able to bring a civil
action in court against employers, as long as the employer
had twenty-five or more employees for each working day in
each of twenty or more calendar weeks in the current or

preceding calendar year. The act also covered employment
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agencies and labor organizations. As originally passed,
the Act's coverage was extended to individuals at least
forty (40) years of age but less than sixty-five (65) years
of age.
Since its passage, the Act has been amended in 1974
and 1978. The 1974 amendments (P.L. 93-259) expanded the
number of employees covered under the Act by including em-
ployees of a State or a political subdivision of a state.
In addition, the 1974 amendments also covered nondiscrimina-
tion on account of age in Federal government employment and
authorized the Civil Service Commission to enforce the pro-
visions in the act relating to Federal Civil Service em-
ployment. Significantly, the coverage of the Act was revised
to include employers of twenty (20) or more employees, con-
sistent with changes in the Fair Labor Standards Amendments
of 1974 (P.L, 93-259, Section 28, enacted April 8, 1974).
Enforcement procedures are essentially similar to those
of the Fair Labor Standards Act, with the most significant
difference relating to the requirement that the Secretary
of Labor attempt to "eliminate discriminatory practices
through informal methods of conference, conciliation and

"6 A11

persuasion before instituting any legal proceedings.
covered employers, employment agencies and labor organiza-
tions are required to post, in a conspicuous place on the

premises, official notices outlining the rights of indi-

viduals covered by the Act.
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The 1978 Amendments to the Act (P.L., 95-256) con-
tained a number of provisions extending the age group of
employees who are protected by the provisions of the Act.
Generally, the act prohibited the mandatory retirement of
workers under age 70 solely on the basis of age. Two sig-
nificant exemptions were, however, allowed. First, it
permitted the compulsory retirement of 'bona fide execu-
tives" or those in "high policymaking positions at age 65
where such executives have maintained their positions for
at least two years prior to retirement" and are entitled
to an "immediate, nonforfeitable retirement benefit from
their current employer's plan or plans of at least $27,000
annually, exclusive of their own contributions and Social
Security." (ADEA, Section 12(c)).Second, it allowed, until
June 30, 1982, the involuntary retirement of teachers at
age 65 where such individuals serve under contracts of un-
limited tenure at institutions of higher education, as
defined by Section 1201 of the Higher Education Act of 1965.
(ADEA, Section 12(d)).

At this point it should be noted that the ADEA does not
preempt state law (Section 14(a)).For example, manditorily
retiring workers at age 70, although permitted under the
ADEA may violate a particular state's law prohibiting man-
datory retirement at any age. In fact, a number of states -
Alaska, Connecticut, Hawaii, Illinois, Iowa, Maine, Mary-
land, Michigan, Montana, Nevade, New Jersey, North Carolina,
and West Virginia - place no upper age limit on the retire-

ment of older workers. In addition, Alaska and Montana do
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not permit the bona fide pension plan exemption.

In Maine, public sector employees may not be forced
to retire solely because of age and Florida law contains
similar coverage for state employees. Similar coverage was
extended to city workers by the cities of Los Angeles,
California and Seattle, Washington.

As a result of the Section 14(a) provision, the impact
of the 1978 amendments on companies which operate in the
above mentioned states is academic as state law supersedes
federal law when the state law allows a more liberal defi-
nition of retirement age. In addition, companies that
operate in several states may be forced to abandon manda-
tory retirement as a matter of corporate policy.

In summary, the ADEA of 1967, as amended through 1978,
covers workers age 40 to 70, The act covers all firms em-
ploying 20 or more persons and protects these workers from
arbitrary age discrimination in hiring, discharge, pay,
promotions, fringe benefits and other aspects of employment.
In addition, the Act's provisions also extend coverage to
labor organizations of 25 or more members, Federal, state,
and local government, and employment agencies that serve
covered employers, Enforcement responsibility for the ADEA
was transferred to the Equal Employment Opportunity Com-
mission from the U, S. Department of Labor on July 1, 1979
as part of President Carter's Reorganization Plan No. 1.

The law prohibits the involuntary retirement of workers

before age 70 in all but two cases. First, employees of at
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least 65 years of age serving in a bona fide executive

or high policy-making position and entitled to an an-
nual benefit of $27,000 or more on retirement may be in-
voluntarily retired. In general, the definition of a bona
fide executive or high policy-making employee is intended
to cover the head of a significant and substantial local
or regional operation of a corporation, such as a major
production facility or retail establishment, but not the
head of a minor branch, warehouse or store.7 In addition,
the head of a division such as finance, marketing, or
production and manufacturing at a corporate headquarters
would be included, as would top-level employees without
supervisory responsibilities such as chief economists or
chief research scientists of corporations.

The second exemption from the prohbition on mandatory
retirement permits, until July 1, 1982, the compulsory re-
tirement of teachers between the ages of 65 and 70 who
have unlimited tenure at institutions of higher education,
as defined by Section 1201(a) of the Higher Education Act
of 1965. Effective September 30, 1978, the upper age limit
on the coverage of the Act for Federal employees was
removed,

Exemptions to the age requirement or limit fall
essentially into three broad categories. First, where age
is a bona fide job qualification, such as actors required
for youthful roles. Second, where the age requirement is

part of a bona fide seniority system or employee benefit
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plan, except that mandatory retirement based on age is
prohibited until age 70. Generally, this exemption was
intended to allow age to be considered in funding a re-
tirement benefit plan and to determine the level of
benefits to be paid. It also permits an employer to ex-
clude a newly hired older worker from certain limited
fringe benefit plans where it would be too costly to fund
his or her anticipated benefit in the short time before
he or she reaches the upper age limit of the Act. Nothing
in the Act is designed to force employees to remain in
the workforce longer than they want to remain. For example,
pension plans which call for retirement based on a years
of service formula, such as the "thirty years and out"
retirement system found in many manufacturing industries
are not directly affected by the Act. Significantly, the
Act does not deal with the issue of voluntary retirement,
but is concerned with the issue of involuntary or mandatory
retirement. Forced retirements before age 70 are illegal,
except for the previously noted exemptions. Voluntary
separation from the labor force before age 70, for health
or other personal reasons, is not affected by the Act.
Complaints are currently investigated by Equal Em-
ployment Opportunity Commission (EEOC) specialists who
attempt to reconcile such cases administratively. Where
such attempts prove unsuccessful, the EEOC may file court
action. Under Federal law, any person age forty years and

older, discriminated against on account of age by any em-
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ployer of 20 or more persons, labor organizations of 25

or more members, employment agencies serving covered em-
ployers or Federal, state and local governments may bring

a civil action in any Federal district court, and must

file a charge of unlawful discrimination with the EEOC and,
in states with an age discrimination law, with the state
agency responsible for the enforcement of that law. This
charge must be filed not less than 60 days before taking
court action and within 180 days of the alleged violation.
If the state takes action under its own discrimination law,
the 180 day restriction is increased to 300 days.

In 1979, the U.S. Supreme Court resolved an important
procedural question of the ADEA which had created a con-
flict among the circuit courts of appeal. In Oscar Meyer
v. Evans, the Court ruled that alleged victims of dis-
crimination under the Act must first resort to State Ad-
ministrative agencies, where available, before pursuing a
claim to the Federal level., These Federal claims can only
be filed after 60 days following the commencement of State
proceedings. The Court also resolved the issue of what
rights a claimant has if State jurisdictional requirements,
such as a time limit, cannot be met. In such cases, the
Court reasoned, an individual's Federal rights remain in-
tact, but the individual must make the potentially futile
act of filing a State claim.

The significance of this ruling lies in the fact that

enforcement of the ADEA rests, at least initially, with the
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designated State agency. Until 1978, that responsibility
was charged to the R. I. State Department of Labor. How-
ever, under President Carter's Reorganization Plan No. 1,
administrative responsibility for the ADEA is now the
domain of the State EEOC, located in Rhode Island under
the Commission for Human Rights, as of September 30, 1980.

Under Rhode Island state law, age discrimination in
employment is covered under Title 28, Labor and Labor Re-
lations, generally referred to as the State Fair Employ~-
ment Practices Act (FEPA) of 1956, as amended. In 1979,
Chapter 28-5 of that Act was amended to include age in the
protected categories of race or color, religion, sex,
physical handicap or country of ancestral origin. Consis-
tent with the Federal definition, the protected age groups
were constructed to include anyone between the ages of
forty (40) and seventy (70), inclusive. (Section 28-5-6, (I)).
In addition, state law, as set forth under the Fair Employ-
ment Practices Act, includes all employers of four (4) or
more individuals, (Section 28-5-6 (B))thereby extending
coverage of the age discrimination provisions to a greater
number of workers than covered under Federal law. Although
employers of firms that employ four (4) or more persons
but fewer than twenty (20) persons, who believe they have
been discriminated against on the basis of age, may bring
their complaint to the State Commission for Human Rights,
they would be precluded from filing a complaint to a

Federal court. Rhode Island State law also provides a more
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liberal definition of a labor organization, as there is
no provision specifically stating the size of the labor
organization.

In 1976, the U, S. Department of Labor estimated that
about 70 percent of all workers in the United States be-
tween the ages of 40 and 65 were covered under provisions
of the ADEA.9Despite Rhode Island's more liberal coverage,
the age discrimination provisions under state law are con-
servatively estimated to cover over 40 percent or approxi-
mately 80,000 men and women employed in Rhode Island
businesses and industries. Coverage under the provisions of
Federal law is conservatively estimated to extend to ap-
proximately 12 percent of all employees or 12,000 workers.
These estimates are considered conservative as they assume
that all workers employed in businesses or industries with
fewer than 4 employees are in the protected age range of
40 to 70, an assumption that undoubtedly deflates the actual
number of workers covered under the legislation. Specific
breakdowns on the age of workers employed by firm size was
not available, and in the absence of these data, the pre-
ceding estimates must be considered to represent the lower
boundary for the number of workers covered under age dis-
crimination legislation.

In attempting to assess the impact of the Act since
its passage, the U, S. Department of Labor released figures
on the age discrimination complaints from 1969 to 1976. The

number of complaints received each year by the Secretary
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rose from approximately 1,000 in 1969 to over 5,121 by

1976_10 This rise in complaints can be attributed to the
increase in the number of workers covered, a greater
awareness of the ADEA by workers, and insufficient econo-
mic growth in recent years to provide full employment and
its lingering effect on the older worker.

Generally, Rhode Island followed a similar trend with
respect to workers filing age discrimination cases. The
Rhode Island Department of Labor, which had jurisdiction
for employment of the law until September, 1979, reported

the following cases:

TABLE II-1
AGE DISCRIMINATION CASES FILED IN RHODE ISLAND

Fiscal Year Complaints
1974-75 5
1975-76 6
1976-77 1
1977-78 22
1978~79 22
1979-80%* 24
1980-81 (to Sept. 9, 1980) 9

*Enforcement transferred to State Commission for Human Rights
Source: R. I. Department of Labor, personal letter from
Armand DiOrio, Legal Officer

According to the Annual Report filed by the State Com-
mission for Human Rights, the agency has experienced a sig-
nificant number of charges filed on the basis of age.11 In

addition, manufacturing industries accounted for almost half

of all age discrimination charges.
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During Congressional testimony concerning the impacts
of raising the age of mandatory retirement to age 70, a
variety of witnesses representing both the public and pri-
vate sector raised a number of arguments either in favor of
or in opposition to increasing the age of mandatory retire-
ment. While a lengthy analysis of the testimony 1s unwar-
ranted, a discussion of the major arguments would be useful
in understanding the concerns of many witnesses.

Advocates in favor of leaving the age of mandatory re-
tirement at 65 offered the following major arguments:

(1) older workers are, as a group, less suited for
some jobs because they typically have less edu-
cation, declining physical and mental capacity,
are more resistant to change and do not learn
new skills as easily as do younger workers.

(2) medical science has yet to develop an effective
technique or set of techniques to guage the
physical and mental health of employees.

(3) mandatory retirement for all employees is even-
handed and treats all employees uniformly,
sparing unproductive older workers from the em-
barrassment of being fired or laid off.

(4) management is better able to plan its workforce
needs if it knows that workers will retire at a
certain age.

(5) older workers represent a more expensive work-
force as employers must pay higher premiums for
health insurance, life insurance, pensions and
other fringe benefits,

(6) mandatory retirement creates new job opportunities
as well as advancement opportunities for younger
workers.

(7) older workers can receive social security or other
retirement income, while younger workers do not
have any other income.
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(9)
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compulsory retirement is easiest for manage-
ment as it precludes the need for extensive
employee appraisal systems and reduces the
likelihood that workers will bring suit against
the company for age discrimination.

affirmative action goals will be more difficult
to achieve as workers will delay retirement,
thereby creating fewer employment opportunities.

Advocates in favor of increasing the age of mandatory

retirement from age 65 to age 70 or beyond, offered the

following arguments in their testimony to Congressional

subcommittees:

(1)

(2)

(3)

(4)

(5)

(6)

(7)

mandatory retirement based solely on age is dis-
criminatory, contrary to equal employment oppor-
tunity and a violation of constitutional rights
concerning equal protection of the law,

chronological age alone is a poor indicator of
the ability of a person to be productive on the
job.

enforced idleness brought about as a result of
retirement can have adverse psychological and
physical effects on older workers.

mandatory retirement is based on misconceptions
about the ability of older workers to perform on
the job.

mandatory retirement can cause financial hard-
ships for older persons, particularly those older
workers who would like to continue working in
order to pay certain financial obligations usually
considered common for younger people, such as a
home mortgage, installment payments on cars and
their children's college tuition,

forced retirement discriminates against many
women who have exhibited a discontinuous work
pattern, interrupted by home or child care
responsibilities, and who have not had the op-
portunity to become vested for pension benefits.

compulsory retirement increases the drain on the
social security system and private pensions by
forcing workers to participate in these systems
prematurely,
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(8) mandatory retirement is based on the myth that
older workers must make room for younger workers.

(9) forced retirement causes a reduced gross national
product through the loss of skills and experience
possessed by older workers.

(10) employer pension costs for older workers can be

reduced by restructuring or negotiating changes
in pension plans for older workers who work past
the "normal retirement age."

Thus, the arguments both for and against mandatory re-
tirement, to a large extent, seem to be reverse images of
each other. As a case in point, pension and fringe benefit
costs for older workers are undeniably higher than are these
same costs for younger workers. Proponents of eliminating
mandatory retirement would argue that this need not be the
case, as the pension and fringe benefit package available to
workers is a negotiable issue. Congressional testimony by
representatives of the national AFL-CIO claimed that in fact
the issue of retirement age is one which should be left to
union and management. Similarly, but for different reasons,
businesses supported the position that retirement age not be
increased legislatively from age 65 to age 70, as business
was wary of the increased costs to their overall employee
benefit plan programs,

Generally, it can be concluded that allowing workers to
remain on the job longer will reduce the real cost of a
pension, However, if pension plans are to differentiate be-
tween younger and older workers, the issue of where these
distinctions occur may lead to questions of a test of equal

benefits, a situation that may cause employees to press for

equal benefits at any age. Pensions, thrift plans or profit-
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sharing plans that give credit for service after age 65

in determining the amount of retirement income would only
result in modest overall increases to the cost of pension
plans. Significant costs to pension plans would result
when the plans provide hospital, surgical, medical, and
dental insurance, disability benefits and death benefits
for older workers as the costs of these insurance programs
invariably escalate when a worker reaches age 65. Costs of
such insurance dramatically increase for older employees
as the older worker is more likely to need the service,
and in the case of death benefit insurance, a claim is a
certainty at some point.

Thus businesses would inevitably be faced with the
difficulty of restructuring their employee benefit plans,
enforcing their employee appraisal systems more rigorously
and providing for effective employment planning, all without

the assistance of mandatory retirement.
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CHAPTER TIII

WHY FEWER OLDER PEOPLE WORK

The job market status of older workers is becoming
an increasingly important issue in our society. The older
population continues to grow in both number and proportion;
in part, because of longer average life spans and lower
bith rates., As the proportion of the retired population in-
creases relative to the labor force, pressures will con-
tinue to mount on the resources of the two major retire-
ment systems: Social Security, already strained under a
sharp rise in both benefits and eligible persons; and
private pensions, which have been diminished by high rates
of inflation. Eventually, as the nation experiences a drop
in the rate of labor force growth, more older workers may
be required to remain in the labor force easing the pres-
sures on the nation's retirement resources.

The labor force participation rates for older men have
decreased sharply during the past thirty years, with the
rate of decline increasing in recent years. The following
table shows the national civilian labor force participa-
tion rates for men age 55 to 64 and 65 years of age and

older, in percent:
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TABLE III-1
CIVILIAN LABOR FORCE PARTICIPATIONS RATES:
ANNUAL AVERAGES!

Year Age 55-64 Age 65 and Older
1950 86.9 45.8%

1960 86.8 33.1

1970 83.0 26.8

1978 73.5 20.5

lpercent of civilian noninstitutional population in the
civilian labor force.

Source: U.S. Department of Labor, Employment and Training
Report of the President, 1979, Table A-4, p. 240.

As the preceding table illustrates, there has been a
long-term decline in the participation rate of older males,
particularly among males age 65 and older. The participation
rate for men has fallen dramatically since 1961 when it be-
came possible for men to retire early with actuarily re-
duced Social Security benefits. In 1961, the Social Security
laws were amended to allow men to retire at age 62 with
permanently reduced benefits, an option that had been
available to women since 1956. The formula used in comput-
ing this reduction in the monthly benefit amount is a reduc-
tion of 5/9 of 1 percent for each month of retirement
before age 65. This means that if an individual retires
and elects to receive Social Security benefits as soon as
he reaches age 62, he will receive a monthly benefit amount
that is 20 percent less than he would have received if he
had waited until age 65. In an attempt to reverse the trend

toward early retirement, Congress added, in 1976, an
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additional provision in the Social Security legislation
for an increase in the monthly benefit amount of 1/12 of
1 percent for each month between ages 65 and 72 for which
an individual defers retirement. For those attaining age
62 after 1978, this increment will be increased to 1/4 of
1 percent.

Liberalized Social Security provisions have contribu-
ted to a decline in labor force participation for many
workers, particularly those age 62 and older. The follow-
ing table displays the significant decrease in labor force
participation at age 62, when Social Security benefits

first become available to workers:

TABLE III-2
LABOR FORCE PARTICIPATION RATES BY AGE GROUPS

Men Women
Year 55-64 62-64 65+ 55-64 65+
1957 87.5 82.9 37.5 34.5 10.5
1960 86.8 81.1 33.1 37.2 10.8
1970 83.0 72.2 26.8 43.0 9.7
1975 75.8 59.7 21.7 41.0 3.3

Source: Federal Reserve Bank of Doston, "Raising the
Mandatory Retirement Age: Tts Effect on the
Employment of Older Vorkers," Tune 1972, p. 24.

Since 1960, males have left the labor force in sizeable
numbers beginning at age 62, when the previously mentioned
Social Security benefits first become available. This trend
is clearly to be expected, as Social Security serves as a

disincentive to work.



When Social Security legislation was first considered
in the early 1930's, prior to the passage of the Social
Security Act of 1935, the country was in the depths of the
Great Depression and Congress was grappling with the dual
issues of increasing job opportunities for unemployed young
workers, as well as with the issue of providing a retirement
income for older, unemployed workers. In searching for an
appropriate model for an income maintenance program. the
Congress looked to the retirement programs then available in
Germany.

Nearly 100 years ago, Otto Von Bismarck, then First
Chancellor of the German Empire, introduced legislation
which ultimately led to the first comprehensive plan of
social insurance in the Western world. Beginning in 1881,
German workers were covered under a national plan of work-
men's accident insurance. In 1883, a comprehensive insur-
ance program against illness was added, followed in 1884
by the passage of a comprehensive accident insurance program
for all citizens. Finally, in 1889, a comprehensive in-
validity and old-age insurance program was passed. These
programs raised the need, for the first time, to define

"old age" 15

Under the advice if his actuaries, Bismarck
selected the age of 65, under the assumption that since the
average life expectancy in the 1880's was between 40 and 45
years of age, few people would actually live to claim

benefits. Great Britain passed similar legislation in 19083,

initially restricting its benefit programs to workers age
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70 or over, but later reducing the age of eligibility
to 65.

Like the social insurance programs developed in Ger-
many, the United States Social Security programs have
developed in a niccenmeal fashion, influenced by political,
economic and social considerations. The Social Security Act
of 1935 was the Federal government's first attempt at in-

16 The Act established

come maintenance on a sustained basis.
retirement benefits for workers in commerce and industry
(except railroads). Initially, only retired workers age 65
and older were eligible. The basis for selecting age 65 as
the age of eligibility for retirement benefits was clearly
an arbitrary one. In fact, former Secretary of Health, Edu-
cation and Welfare, Wilbur Cohen, one of the staff who
helped draft the 1935 Act has written:

"(T)his brief account of how age 65 was selected in

the o0ld age insurance program in the United States

indicates that there was no scientific, social or

gerontological basis for the selection. Rather, it

may be said that it was the general consensus that

age 65 was the most acceptable age.”" 17/

In 1939, the Social Security program was amended to in-
clude a 50 percent benefit for spouses, and in 1940, compul-
sory coverage under the Act was extended to farm and
domestic workers, farmers and other self-emploved worliers.

By 1956, women aced A2 to 64 becare eligible for re-
duced retirement benefits and sirilar coverage was extended

to men by 1961, The principal group not included in the

Social Security system today are employees of the Federal



government. State or local government emplovees have the
option of participating in the svsten.

Since 1240, Social Securityv coverasge has dncrecased fronm
approximately (0 percent of the verlforce to €9 percent of

all worlers, as illustrated in the following table:

TARLE IIT-3

SOCIAL SECURTITY COVERAGLEL

Annual average Employees Coverage as
total paid covered by a percent of
enmployment Social Security employment

Year (in thousands) (in thousands)

1940 46.400 26,800 57.87

1950 60,000 386,700 64 .5

1960 67,500 59,400 38.0

1970 80,600 72,100 39.5

1975 86,200 77,600 90.0

Source: Social Security Dulletin: Annual Statistical Supple-
ment, 1975. HEY Publication No. 77-11700, table 35,
p. 68 (WVashington, D.C.,: U.S. Government Printing
Office, 1977).

The dramatic rise in the number of enployvees covered by
the Social Security Act is further complicated by a conco-
mitant rise in the percent of eligible workers electing to
retire at the earliest possible age. Simply stated, the total
numbers eligible to retire at 62 is not significant in and of
itself. However, since nearly half of all workers today are
electing to retire when Social Security benefits first become
available, the financial burden placed on the Social Security
becomes readily apparent. The following table shows the
dramatic increase in the percent of eligible workers elect-

ing to take advantage of 0ld Age Survivors Insurance (OASI)



at the minimum age of elicilility.

TABLE III-4

PERCENTAGE OF INSURED VWORKERS AGED 62 to 64
RECEIVING OASI BENEFITS, SLLECTED YEARS

1957-1976

BEGINNING OF YLAR Men Vomen
1957 N/A 167
1962 207 417
1963 297% 457
1970 347 467
1974 447 547
1975 467 55%
1976 497 567

Source: Social Security Bulletin, Annual Statistical
Supplement, 1975, Table 52, p. 85.

Nearly all retirement studies confirm the proposition
that higher Social Security benefits reduce labor force par-
ticipation and the rapid growth and development of the system
has given early retirement a powerful impetus.18

Since Social Security benefits were originally intended
to replace earnings lost through retirement and were not in-
tended to be an old-age annuity, recipients have always been
subjected to an "earnings test'”. In fact, the 1935 legisla-
tion denied benefits to those with any earnings. llowever,
subsequent amendments altered the earnings test requirements.
For example, in 1950 beneficiaries 75 years and older were
excluded from the earnings test. In 1954, the exemption was
lowered to 72 and the 1977 amendments will remove, effec-

tive 1982, the earnings test for evervone over age 70. Cur-

rently, the earnings test reduces benefits by one dollar for



each two dollars of earnings above an exempt base of
$5,000.

The earnings test, as applied to Social Security
beneficiaries, also functions as a disincentive to work
for retirees. Researchers have argued that the '"true
marginal tax rate'" on earned income above the $5,000 base
is well above the 50 percent reduction in benefits, so
that a '"middle income worker is hit with a tax rate of
over 70 percent."1?

A further incentive to retirement, and conversely a
disincentive to work, concerns the method chosen by
Congress to raise the benefits paid to beneficiaries. Prior
to 1972, Congress raised benefits periodically, In 1972,
Congress passed an automatic adjustment to reflect changes
in the cost of living. However, this automatic adjustment
plan had to be reformulated as the adjusted rate was keep-
ing benefits well ahead of inflation. In fact, from 1965
to 1976, the consumer price index rose 80 percent, while
benefits increased 119 percent. In 1977, Congress modified
the adjustment plan to prevent adjustments from increasing
faster than the rate of inflation.

Although increased Social Security coverage and bene-
fits are important, they do not fully explain the labor
force trends. In addition to increases in Social Security
coverage, disability and pension coverage has also ex-

panded. In 1956, disability insurance was incorporated

into the Social Security system, providing benefits for



disabled workers 50 and older. Subsequent legislation
added benefits for the dependents of disabled worliers and
in 1960 protection was extended to disabled workers re-
gardless of age. Poor health, regardless of the cause,
certainly inhibits both a worker's productivity and the
range of jobs available to that worker. Although the
general level of health among the population is improving,
as reflected in gains in the average life expectancy for
all Americans, the percent of workers eligible to receive
Social Security disability benefits has also been increas-
ing, contributing at least in part, to lower labor force

participation rates for older workers.

TABLE III-5
PERCENTAGE OF MEN RECEIVING SOCTAL SECURITY
DISABILITY BENEFITS

SELECTED YEARS - 1957 to 1972

Age 20-34 Age 35-44 Age 45-54
Year White Black "hite Black Thite DBlack
1957 -— -- -— -- .26 .32
1960 .05 .08 .15 .25 .72 1.18
1965 .23 .45 .73 1.41 1.66 3.16
1970 .36 .72 1.00 2.01 2.33 4,38
1972 47 .98 1.15 2.30 2.81 5.22

Source: Frederic Siskind, "Labor Force Participation of Men,
Age 25-54, by Race'", Monthly Labor Review, July, 1975
pp. 40-42,

As the above table illustrates, older workers are more
likely to receive disability benefits than are younger
workers and black males have a disabhility rate nearlv twice

that of wvhite males. That health should be an important



variable in labor force participation is an obvious, but
often overlooked, one. Between 1967 and 1977, the number
of persons receiving Social Security disability payments
more than doubled, with average montlly benefits increasing
from $117 million in 1967 to $752 million in 1077.70

The growth in private pensions has paralleled the
growth of the Sccial Security systemr, fostered in largc
measure by the preferential tax treatrment of emplover's
pension contributions and a rise in pension~fund earnines.
Fowever, in recent vears the private nension system has
become increasingly threatened by a number of factors. Tirst,
Social Security payroll deductions are legislated to rise
from the current 6.123 percent of a taxahle wage base of
$22,900 to 7.15 percent in 1987 with the wage base to be
icnreased automatically under the law on the hasis of the
annual increase in average earnings in covered cmploynment.
It hias becen projected that this taxable wage base will be
$42,600 in 1987.°1

Increases in the cost of Social Securitv naturally
decrease the amount of disposable capital vorlkers and em-
ployers have to invest, thereby decreasing the attractive-
ness of private pension programs. Sccond, the General
Accounting Office has concluded that the Employee letire-
ment Income Security Act of 1974 (LRISA) originally enacted
to protect employee pension plans, has actually contributed

to the termination of thousands of single-employer benefit



pension plans. The study concluded that LRISA inhibited
the formation and continuaticn of private pension plans
by increasing the employer's reporting and disclosure re-
sponsibilities, thus driving up the costs of maintaining
a private pension plan.

The third and perhaps most important threat to the
viability of private pension plans is the real or perceived
impact of inflation. During periods of either no inflation
or modest annual rates of inflation, the real value of
retirement income will remain constant. However, when in-
flation rises, fixed income groups whose money incomes lag
behind increases in prices, are penalized as their real
incomes or standards of living decline. The following table
illustrates the real value of retirement income under al-

ternative rates of inflation:

TABDLE III-6
Real Replacement Rates After 5, 10, 15 and 20
Years of Retirement with Alternative Rates of Inflation

% Annual 5% Annual 107 Annual

Years 1in No Rate of Rate of Rate of
Retirement Inflation Inflation Inflation Inflation

0 100 100 100 100

5 100 36 78 62

10 100 74 61 30

15 100 64 48 24

20 100 55 38 15
Source: Robert Clark, The Role of Private Pensions in

Maintaining Living Standards in Retirement
(Washington, D.C.: National Planning Association,
1977), p. 42.




hus, under periods of 10 percent inflation, a pension
will be reduced in five years to 62 percent of its value
and within seven years will be worth 50 percent of its
original value. The dramatic impact of inflation on pension
plans is further supported by the fact that many unionized
workers have "sought job security and health and pension
benefits in preference to immediate wage gains.'" 22

Unlike Social Security benefits, which are indexed to
price changes, many private pension plans do not offer
automatic cost of living increases. Thus inflation, or the
threat of inflation, may encourage workers to analyze their
retirement decision more fully than they have in the past
and more workers may elect to remain in the labor force
for longer periods of time.

The preceding discussion clearly suggests that the re-
tirement decision, like much of human behavior, is ordinarily
so complex that it cannot be adequately described or measured
by a single dimension. Several dimensions are usually neces-
sary to describe or measure the retirement decision, among
them the availability of pension coverage and the age of
eligibility for benefits, the health of workers and their
assumptions relevant to their ability to afford retirement.
In addition to these factors, withdrawal from the labor
force is also influenced by job satisfaction, the number of
dependents workers have, the type of industry in which they
are employed, previous emplovment experience and the level
2

of unemployment in the local labor market. 3
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he questions of whether workers vill continue to
retire at the "normal retirement age'" generally assumed
to be 65 vears old, or whether the trend to early retire-
ment at age (2 will accelerate, remain constant, or be
reversed, will carry considerable impact for policymakers.
The appropriate policies selected will carry considerable
weight with respect to where the financial burden for
providing payments to those not in the workforce will

fall within society.
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CHAPTLR IV

WILL OLDLR WORKERS CONTINUE TO LTAVE TULIR JOBS

he rapid passage of the ADEA Amendments of 1978 was
characterized Dby very little opposition in either the House
or the Senate. In fact, when the bill was originally
considered only four House members and seven Senators voted
against it. During Congressional testimony, the major focus
of the testinony concerned the issue of the right of older
workers to work unencumbered bv an arbitrary age limit.
That the right to work is a civil right had been established
as long ago as 1914, where in Smith v. Texas, the U.S.
Supreme Court held that the meaning of liberty included the
right to work. A similar conclusion was reached in Truax v.
Raich (1915) where it was held that one of the intentions of
the Fourteenth Amendment was to guarantee the right to work.
The Fifth Amendment has also been interpreted by courts to
provide the right to work on the basis that the right to
obtain property assumes the ability to secure and maintain
enployment. Thus, the stated intent of the legislation was
to remove a legal obstacle which prevented workers from
remaining in the labor force as long as thev were both able
and willing to continue working.

The issue of the right to work as a civil right which



should be guaranteed to all Americans was clearly the stated
goal of the legislation as expressed by both Congressman
Claude Pepper (D-Fla.), the llouse proponent of the bill that
eventually became law, as well as by the Senate leader,
Jacob Javits (D-NY). Pepper summarized his feelings by stating:
"Our findings to date suggest that mandatory retirement
is discriminatory and socially unproductive. It squanders
the talent of older people, and it strains an already
over-burdened Social Security system, and drives elderly
persons in so manv instances into poverty and despair.
Mandatory retirement is a cruel camoflage masking age
discrimination and forced unemployment.'"24
Although many of his colleagues agreed with him in
principle, the question of how many older workers would
choose to remain in the labor force, with the concominant
ramifications on the employment opportunities of younpger
workers, concerned many lawmakers. In fact, Dr. Harold
Sheppard, director of the Center on VUork and Aging of the
American Institutes for Research, testified that many REuropean
leaders were surprised that Congress was considering raising
the campulsory retirement age from 65 to 70, in spite of our
relatively high unemployment, when many Turopean countries with
sir ilar unemployment rates were considering lowvering their
[ 3
retirement age to 60.25 Upon further questioning by Representative

Russo (D-I11.), Dr. Sheppard provided an answer typical of

many of the witnesses:

Mr. Russo: UWe have a problem (unemployment) right now.
Do you have any suggestions?

Dr. Sheppard: We have a big youth emplovment programn.
Let's give it some support. !le have a new

proposal to give incentives to the private
sector to hire mnore young with certain tax
credits or other lkinds of incentives. Let's



make sure they do that.

There is also a very unsettled issue in
the field of labor economics. There is one
argument that says there is the fixed lump
of labor supply and only so many jobs can
be handed around.

The other argument is that if you in
some wvay get more peonle enployed in the
labor force, vou get an increase in the
purchasing pover, which increases the dernand
for more people to be hired.

I frankly have to say I don't lnow
which one is richt. T don't lilte the first
one. That is all T can say. It micht be
just a viseral reaction. Tt is a vav of not
meeting the problem.26

Dr. Sheppard's comments refloct the vievs of manv vit-

nesses who testified before the Ilouse Conmittee on Arine and

tlie Subconmittce on Retirement, Tncomc ard Tmployment.

.

Comprehensive evidence, such as that feund in manv fornal
studies, was not availabhle. Instead, witnesses relicd on older

s in assessing the irmpacts of

=

studies or public opinion pol
increasing the age of mandatory retirement. Tor example, many
vwitnesses and at least one Congressional "orking Paper cited

a 1274 Yarris Poll, conducted for the lational Council on
Aeging, Inec., that found over (0 percent of those surveyed
agreed tuat "nobody should Le forced to retire because of age,

+f lhie wants to continue working and is still able to do a good

N

n 3 . T
job.”~7 The lLarris Study projected that there were alout
million unemployed or retired older persons who would 1li'e to
voTrl.. l.owever, tuls cstimate wvas considered to dranatically

overstate tue number of older worl.ers that would l.e interested

in remaining in tuc labor force.



Senator Tell aswed tie cmployment cquestion of Ponald
Flisburyg, Assistant Secretary for Imployment Standards,
Department of Labor:

Senator Pell: If this legislation passed, what would be
tihe impact, do vou thial: most worlkers would
stay on until they are 70 or 637

Mr. Llisburg: VYell, Senator, we have estimated that
perhaps 175,000 workers might be involved.

Senator Pell: In the whole United States?

Mr. Elisburg: The effect on employment, from some
preliminary studies, of age 65 to 70, would
be a labor force impact of approximately two
tenths of 1 percent for men and one-tenth of
1 percent for women based on those reaching
age 65 who would prefer to stav on the job.
It is reasonable that large numbers of
employees who would normally Le eligible to
retire at age 65 would continue to retire
at age 65.20

In preparing this estimate, the Department of Labor relied
on two documents: {a) the Social Security Administration's

Survey of Newly Entitled Beneficiaries (SNEB), and, (b) the

Current Population Survey (CPS), conducted by the Bureau of

the Census.

The Survey of Newly Entitled Beneficiaries (SNIB), con-

ducted by Virginia P. Reno in larch 1972, indicated that 11
percent of the men and 7 percent of the women in the sample
would have chosen to continue working beyoad t’.2"r compulsory
retirement aprc. hen the CPS Report's population projections
are combined with 1970 labor force participation rates for 64
year olds, there would be an estimated 2,483,000 men and
1,458,000 women aged 65 to 69 in the labor force in 1985.

If the increase suggested by the SNEB of 11 percent for men

and 7 percent for women was calculated, the labor force would

be increased by 273,000 men and 102,000 women, accounting for
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an increase of .35 percent.29 This estimate was considered
excessively high, as it assumes that everyone who wanted to
work past age 65 would continue to work until age 70.

The Department of Labor submitted written comments in
answer to Senator Pell's question and stated that "a judgemental
figure of 200,000 was arrived at by considering the estimated
number of workers involuntarily retired through pension plan
requirements or other reasons.'"30 Other evidence in support
of this conclusion was offerred by the Department of Labor
which observed that the "U.S. labor force does not expand on
a one-out, one-in" basis.S! The Department noted that indus-
tries and firms experience different economic conditions and
will respond by increasing or reducing their labor force as
needed. Thus, because a worker retires, there is no automatic
movement to hire a new worker, as employers may be reducing
their workforce through attrition. Conversely, some employers
may be expanding their workforce even though no workers are
retiring. The Department concluded that the fact that older
workers remain in the labor force cannot be considered an
obstacle to entrance into or mobility within the labor force
for younger workers.

The Department also concluded that historical trends tovard
early retirement were not likely to be reversed in the short-
run and that Social Security and private pensions werc noverful
disincentives to work. These trends, already noted in the
preceeding chapter, existed across the board for both salaried

and hourly enploveecs in all industrics and it was reasoncd that
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older employees, as long as they remained productive, should

not be forced out of the workforce to make room for younger
workers. The Jepartment sumnarized its conclusions by stating,
"(0)ne cannot program the older vorker to a reduced retirenment
income and inactivity as the means to achieve promotion for
others. This would be rotbing one generation to pay another."32

Othexr testimony before the liouse Select Committee on
Aging from various recpresentatives of corporations clearly
supported this view. General Motors and the Ford fotor Corpor-
ation indicated that only 2 percent of hourly workers worked
until the mandatory retirement age of 63 and that 39 percent
of their employees retired before age 65. Ixxon reported that
about one out of five employces waited until the mandatory
retirement age of 65 to retire and General TFoods reported a
similar percentage of workers retiring at the mandatory retire-
ment age. Representatives from IBM claimed that since 1970,
fewer than 20 percent of its 7,000 retireees waited until age
65, and in 1976, 84 percent of its employees retired before
age 65.

In summary, testimony before Congress from industry
representatives, researchers and the Department of Labor
supported the trend toward early retirement and offerred no
conclusive evidence that the impact on job opportunities for
younger workers would be extensive.

At this point it should be noted that the studies cited
in the literature, as well as in Congressional testimony,

concerning the impacts of increasing the age of mandatory
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retirement shared a number of similar characteristics. Like

the study conducted by Reno, much of the information was

dated. For example, a study conducted by Herbert Parnes at

Ohio State University, ''The Pre-Retirement Years: A Long-
itudinal Study of the Labor !llarket Lxperience of Men,' was
completed in 1971 and concluded that about 8 percent of the

men surveyed who were mandatorily retired wanted to work longer,.

"unit of analysis,"

The Parnes' study used the worker as the
as did the Reno study. Although testimony from representatives
of major corporations was heard, there were no studies which
used the employer as the "unit of analysis," and if such
research had been available, it would have offerred a valuable
perspective on the question of the impacts of increasing the
age of mandatory retirement.

llowever, since the passage of the 1978 Amendments to
the ADEA, at least two additional studies have been completed,
one by Portland State University researchers Lois Copperman,
Douglas Montgomery and Fred Keast, and another by researchers
at the Bureau of Natiomnal Affairs (BHNA). The Portland State
researchers, using both mail and telephone survey approaches,
were able to obtain surveys from nearly 2,000 firms for their
1979 study. While the study examined the potential impact of
the amendments on the employment opportunities of women, vouth
and minorities, it also considered the impact on pension systens,
tiie probable dimpact of ir"lation on pensions, and the possible
extension of worklife for older workers.

One of the major findings of the Portland State Study was
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that employers did not expect historical trends toward early
retirement to be rcvcrsed.33 llowever, employers believed that
continuing high rates of inflation would alter worker's
perceptions of the desirability of early retirement. The
resecarchers belicve that, in the long run, labor force partic-
ipation rates for older workers would increase and that by the
year 2000 firms will be increasingly more reliant upon older
worlkers, suggesting that the key issue in labor recruitment

will be the "selective retention of those who could realistically
choose to end their work life.'"34%

A second major conclusion of the study, and in manv ways
related to the preceeding observation, will be the increasiurg
inportance of an enployer's performance appraisal system. 1ith
the increase in the age of mandatory retirement, mnarginally
productive wvorkers, who would have lLeen retired under the former
aze ceiling of £5 might vant te worl until ace 70. Pusinessers
would bhe faced wvith the decision of alloving a marginally
productive older wvorller to continue worling cr to terminate
that employece. "hile firms may have been willing to allow a
marginally productive 64 year old emplovee to work one more
year to age 65, it is unlikely that firms will allow unproductive
older workers to work until they are 70. Therefore, it 1is

ltely that persoannel appraisal practices will begin to

gquite 11
examine productivity of older workers more criticallv. If this
ovservation i1s accurate, it would represent an ironic tvist,

as tuc overriding conceru of tiuc legislation vwas to encourage

;

tlile participation of older worlers ia the orlforce.
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The thaisd rajer finding concecrued thne importance of the
size of tlie firm to the applicability of the ADIDA amendnents.

Zespondents representing firms of over 250 enployecs almost

.

universally acknowledged the legislation's direct application
to tuecir companies, vhile those respondents representing
sitaller firms, especially those with fewer thian 100 emplovees,
saw their companies as being affected with less frequency.
Altiough the survey results did not, in general, suggest that
firms expected the ADEA Amendments of 1978 to have a major
impact, the cffect of the ADEA Amendments was expected to bLe
greatest for certain sectors of the economy, as well as by
firm size.

Perhaps the most important conclusion of the study, at
least in terms of its implications for Rhode Island, concerned
the impact of continued high rates of inflation on the retire-
ment decision of workers. Responses from New Lngland indicated
that nearly 43 percent of the firms surveyed believed that
under continuing high rates of inflation, workecrs would most
likely remain in their jobs past the normal retirement age.35
The frequency of this response was predicted to be fully 30
percent above the national average. To the extent that the
Rhode Island economy mirrors the New England economy, the
long-term implications on employment prospects, in terms of
both intermal mobility and job opportunities, could be severe.

However, in an extensive analysis of the inf

Toacice of the
ADEA on job oppertunities for women, vyouth and minorities,

the study concluded that the larger the size of the establish-

ment, the more likely employers are to viecw the amendrents as
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reducing job opportunities for these grouns. Thus, in the
immediate future, the study concluded that the larger firms,

because the "criteria for lLiring tends to be more oljective

and impersonal than those of smaller firms"

36

are likely to
retain older workers.
In attempting to guage the implication of the conclusion
contained in the study for the Rhode Island labvor force, onec
final conclusion must be highlighted. In gencral, thie researchers
found that tue older the labor force, the less lilely the amend-
ments were viewved as reducing job opportunities for vyouth,
minorities and women. liowever, as the proportion of "middle-
aged" workers (ages 40-59) increased, the amendments were vietved
as reducing job opportunities for both women and minorities.
This conclusion suggests that firms with older workforces
fully expect these older worlers to retire, thereby creating
enployment opportunities within the firm and that the "younger"
the workforce, that is, those firms which have few wvorkers

of

retirement age, expect to see fewer job opportunities. Vhile
this conclusion seems obvious, it does suggest that many
enployers foresee a period of slow economic growth where there
will be fewer job opportunities as a result of conditions
within the economy and not as a result of policy changes in
the age of retirement.

The second recent study, conducted by the Eureau of
dational Affairs (BYA) in August 1979, involved a survey of

267 organizations. In this survey, the ENA solicited the

opinions of personnel representatives from both large and
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small firms involved in manufacturing, nonmanufacturing and

nonbusiness organizations. llore than 51 percent of the employ-

ers reported "very little impact'" from the changes in the

ADLA legislation, with another 35 percent "feceling no impact."37

ilowever, 21 percent of the employers did find an increase in

the number of employees electing to postpone retirement past

the "normal retirement age.'" lany of the respondents were

unable to specify the exact increase, although a number did

describe it as "slight, minute, small or minimal."3% Two

survey participants reported more detailed findings, as a

Minnesota medical center claimed "100 percent of those eligible

to retire at 65 have elected to stay on at least part-time,"

and an eastern government agency reported that of those now

retiring, "5 percent' are older than 65 years of age.39
The survey confirms the findings of the researchers at

Portland State university, and the testimony of Congressional

witnesses relative to the initial impact of the legislation.

Although few retirement age workers are remaining in the labor

force, the BNA study found many employers still feel the overall

impact of the legislation is yet to be determined. Perhaps

the most immediate impact has been on the personnel depart-

ments of many large firms now faced with a need to determine

the individual retirement decisions of workers, as well as

to develop more complete performance appraisal systems. The

BNA survey identified a wide range of responses to the approach-

es of many firms on the adjustments that many conpanies are

making to accomodate their older vorkers.



CUAPTILER V

ASSESSHMEUT OT TIIE ADLA

The policy implications of nost legislative actions arc
difficult to completely anticipate. Social lesislation, by
its very nature, is complex to evaluate becausc it seeks to
change behavior. Vieved within this context, social legis-
lation will wusually stand in direct contradistinction to
many existing traditions currentlv embraced throunhout societv.
Clearly, the historical forces tovard early retirement, vhich
have virtually made cerly retirement a social goal, will not
Le completely reversed in the short run.

The retirement decision is a veryv complex and personal
decision for both employers and employees. Thile a worker's
jobL _oerformarce is undoultedl:r 2 ¢ "tical voriahle In this
relationship, a vorker's financial resources arc no less
important. IPistorical patterns toward early retirement have
developed during an era characterized by increases in vorlker
productivity and lov rates of inflation. Tn essence, these
forces are closely intertvined in a connlex set of relation-
ships only brieflw delineated in this pancr.

The rescarch objectives that cuided this nolicv a-nlysis
wvere intended to measure the short-terr immacts of the

lecislaticon on jeb robhilitvy for vouncer vorleras, voren and



ninorities and to measure the long-term impacts or the

retirencent decision of workers under the assumption of con-
tinuing high rates of inflation. To accomplish these objectives,
a mail survey was conducted of 107 manufacturing [irns located

in the state of Rnhode Island. The sampling plan invelved a

1 r

stratified sanpling methodoloyy of firms dinvolved in tine
procduction of goods from SIC Code 29 to 3¢, cxcluding TIC 21
and 29, (See Appendix A, Survey Instrument, Tuntroductory
Postcard, Introductory Letter and Tollowup Letter)
The survey instruwment was aduinistered during tae montl
of Tebruary 1901 using the three-step methodology delineated
in Appeundin D. (See Appendix B, Survey lethodology) About
one week after the post cards were nailed, the surveys wvere
sent out. During the third wveelk, the followup letter vas
mailed, extending the survey schedule to tlhree weelks. Results
were then punched onto cards and tabulated using the Statistical
Tackage for Social Scientists (SPSS).

The response rate for the survey wvas cxcellent. Of the
107 surveys mailed, 83 were returned providing a 72 percent
recsponse rate. The high response rate for this survey, vhile
difficult to precisely identify, seems attributaltle to the
methodology employed as well as to a particularly fortunate

"The Trov-

event., During the wveek the surveys were mailed,
idence Lvening Dulletin" ran a front page article (February
12, 1931) entitled "Mandatory Pension Plans, Older Retiremrent

Report" which discussed the findings of the President's Com-

mission on Pension Policy and highlighted the proposed changes
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in retirement policy. Although it is difficult to measure
the influence of such an unanticipated event, the article
is mentioned because it may have contributed to the high
response rate.

The responses displayed in the following table indicate
that four SIC codes (20, 2G, 23 and 39) reported 100 percent
coverage as all six (6) firms in those industries returned
their surveys. o SIC code reported under 57 »:rcent coverage.
The firrs included in the sample employed over 12,400 people
or approximately 10 percent of the total manufacturing wvork-

force of Rhode Island.

TABLLE V-1

Completed Surveys by SIC Code

Completed
SIC Title SIC Code Surveys
Food and Kindred Products 20 6
Textile “1ill Products 22 4
Apparel and Other Textile Products 23 4
Lumber and Wood Products 24 4
Furniture and Fixtures 25 3
Paper and Allied Products 26 6
Printing and Publishing 27 5
Chemicals and Allied Products 28 6
Rubber and Misc. Plastics Products 30 4
Leather and Leather Products 31 5
Stone, Clay and Glass Products 32 4
Primary Xetal Products 33 4
Fabricated Metal Products 34 4
Macluiinery, Except Llectrical 35 4
Electric and Electronic Equipnent 36 4
Transportation Equipment 37 5
Instruments and Related Products 38 4
Miscellaneous llanufacturing 3 6

Total 23




Perhaps the most significant observation that can be
made about the survey respones 1s that there was a remarl-
able homogeneity in the distribution of much of the information.
The following table clearly illustrates this point, as there
was virtually no difference in the responses to the survey
by small, medium and large firms. While the original sampling
plan was designed to include one-third of the sample from
small, medium and large firms, the survey results closely

parallel this distrilbution.

TABLE V-2

Average Lmploynent of Surveyea TFirms

Firm Size Number Percent
4L to 19 employees 25 30.17%
20 to 99 employees 31 37 .4
100 or nore 27 32.5
Total 33

Firms employing 100 or nore workers represcnted nearly
one-third of the total sample, while small firms enploving
between 4 and 19 workers represented a slightly smaller total.
Firms with 20 to 29 worliers represented the greatest number
of survey responses. Thus, the distribution of survey
responses closely parallels the original sampling plan without
a great deal of variation.

The distribution of firms Ly the number of vears they have
veen in business displays more variation. As the next table

illustrates, firms with less than 5 years in business represent



thae smallest proportion, as only 4 percent of the total is
comprised of this group. The largest group, conprising
@alnost one out of three firms, was represented by firms with
between 26 and 50 years in business. This question was
included with the expectation that it would serve as an
indicator of the age distribution of the labor force of the

firms included in the sample.

TABLE V-3

Years in Business for Surveyed Firms

Uumber Percent
less than 5 years 3 3.67
6 to 10 years 12 14.5
11 to 25 vears 210 24 .1
26 to 50 years 27 32.5
more than 50 vears 20 24,1
No response 1 1.2

Total 33

The information presented in Table V-3 shows that
47 firms or 57 percent of the sample have been in business
for more than 25 years, suggesting that the sample contains
a significant number of firms which should also have large
numbers of older workers.

Table V-4 displays information with regard to the
past policies on mandatory retirement for the firms included
in the sample. As the table illustrates, nearly 16 percent
of the firms in the sample had a mandatory retirement age

for employees.



TABLE V-4

fandatory Retirement Tolicies

Question: In 1977, did your firm have a nandatory retire-
ment age for any of its workers?

umber PTercent
Yes 13 15.7%
Mo 70 84 .3
Total 83

Significantly, mandatory retirement policies are strongly
associated with the size of the firm's workforce. While this
may seen an obvious conclusion, the firms included in the
sample clearly show that as the size of the firm increases,
the incidence of mandatory retirement age policies also
increases. The following table shows the relationship
between the size of tlie firm and the incidence of mandatorvy

retirement policies.

TABLE V-5
CROSSTABULATION

Mandatory Retirement Policies Ey Firm Size

Mandatory Retirement Firm Size
Policy 4-19 20-99 100 or more Total
Yes 1 3 9 13
No 24 28 18 70
Total 25 31 27 83
liote: X2 = 0.79%

*Significant at .01



Additional analysis of the distribution of mandatory
retirement policies by firms producing durable gzoo's (°7C
24, 25, and 32 througi. 39) and non-durable goods (SIC 20,
22, 23 and 2¢ through 31) did not indicate any relationship
between mandatory retirement policies and these SIC categories.
Retirement age policies were applicd to both white collar
vorkers and blue collar workers, although three respondents
with mandatory retirement age policies did not subject
white collar workers to the sane retirement policies as vere
blue collar workers. White collar workers were most likely

to be madatorily retired at age 65, ecvidence of the instit-

utionalization of age €5 as the normal retirecment ace.

TADLT V-6

Retirement Age for Vhite Collar Vorliers

Nuestion: At vhat age were white collar workers randatorily
retired?

Munher Percent
Age 65 1n 77
Yo retirenent age 3 23
Total 13

S
N

Retirenent arce nolicy for wvhite collar vorliers

proderminately deterrmined by the nensicon or rofit sharin-

I

lan offerraod by e company or by counpany policr. Telativelr
few white collar wor'liers vere sulject to a mandatory retire-

meat policy that was collectively tarcainced, » fiading

consistent vith the fact that rmany wlite collar worlers are



not unionized.

oAy

TS V-7

Iz
i

Low Vas Yhis Retirement Ane veterinined
Tucstioun: Tas thils mandatory retirement ase part of a:
Lunbter Percent
Pension or profit sharing plan 3 23
Company policy 4 21
Collecetively btargained union contract 1 it
Joth pension and conpany policy 2 12
Jotu company policy and collectively
Lar,ained 2 15
coa't dnow or Lo RQespounse 1 S
Total 13
Firws with a mandatory rctirement age in 1977 all
required LIluc collar worliers to retirc at age 5. o other

res were identified for blue collar workers.
TADLL V-0
Retirement Age for Blue Collar "orlers
Question: At what age were bluc collar workers mandaterily

retired?

Age €5
Other ayges

Total

Number

o

In addition to not naving an

blue collar workers wvere also more 11

rctirement age establislied as part of

Percent

100
0

kely to

-
(83

collect

have had

alternative retirement apge,

their

ivelsw

bargained



union contract. The folloving table indicates howv the retire-

ment aje for blue collar workers was established.

TABLE V-9

How Was This Retircment Age Deternined

Question: WYas this mandatory retirement age part of a:
SJumber Percent
Pension or profit sharing plan 3 23
Company policy 4 31
Collectively bargained union contract 4 71
Loth pension and comnpany policy 2 15
Total 13

Since the parsecasce of the ADLA Amendments of 1973, firms
which previously had mandatory retirement policies have
modified their retirement policies. As might be expected,
most firms simply substituted age 70 for age 65. The
following table displays information on how the firms surveyed

responded to the changes legislated in 1978.

TABLL V-10

liow Tirms Illave Modified Their Retirement Age

Question: Ilow have you modified, or how do you intend to
modify the mandatory age in order to comply with
the clhanges in retirement age policy? llave vou
or will you:

Jumber Percent
Increase to age 70 9 70
Increase to past age 790 0 0
Aboldisihi it entirely 1 8
Leave the agc unchanged 1 3
No Response 2 15
Total 13




Wearly 70 percent of the firms with a mandatory retire-
ment policy simply increased the age of retirement to 70
years of age., Only one firm completely ahbolished the age
and one firm, in apparent violation of the law, has not
changed its mandatory retirement age.

Significantly, a majority of firms with a nandatory
retirement age policy believe that emplovees would choose
to work past age 65. early 70 percent of the firms believe
that some employees would extend their worklife, as displayed

in the following table.

TABLE V~11

Do You Expect Employees to Vork Past Age 65

Question: In the next few years do you expect any of your
enmployees to choose to work past the age of 657

Number Percent
Yes 9 70
No 2 15
Not Sure 2 15
Total 13

Then questioned further about whether any specific
group or groups of emplovees vould bhe more likely to work
longer, cmployers responded with less certaintv. The followving
table sumrarizes the responscs of employers to the question

of whether certain groups of employees will work longer.



TADLLZ V-12

7ill Certain Nroups “ork Longer

Question: Jo vou expect anv narticular group of your
¢itployees to worll longer than other groups?

Nunber Percoent
Yes 6 46
o 4 31
Not Sure 3 23
Total 13

Significantly, no respondent felt that blue collar
woricrs, ccfined as craft vorlers, laborers, operatives or

service vorkers were likel to extend their worklife, This
h

He

s significant because in manufacturing industries, the majority
of the workforce is employed in blue collar occupations.
llovever, wvhite collar workers, particularly exceccutives, were
expected to continue worlking past age 65. Other groups of
employees were expected to remnain in the workforce and the

following table displays the expected distribution.

TABLE V=13

Groups Expected to Remain in the Workforce Past Age 65

Question: VYhich particular group do you expect to work longer?
wumber Percent

Lxecutives 3 37.5
ilanagers 1 12.5
Techinical workers 0 N

Clerical workers 1 12.5
Blue collar workers 0 0

LExecutives and sales workers 1 12.5

Tecunical and clerical workers 1 12.5
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capable of working. te 0 firms that indicated that between
76 and 100 percent of their workforce had remained past age
65 were closely examined Lut did not displayv any distinctive
characteristics that would help explain why such a large
percentage of workers remained past age (5.

Vhen employers were asked whether any group of their
workers would remain in the workforce past age €5, they
responded with a conparable but higher percentage distribution
than dia employers that did not have any workers renaiw s
e (5. As indicated in t:e following table, 406 percent of
employers with a mandatory retirement policy believed that
certain groups would remain in the workforce. The next tabhle
illustrates how employers who did not have a mandatory retire-
ment policy and, hence, have had experience with workers

remaining past age 65, expect workers to participate in the

labor force.

TABLL V-16

Will Certain Groups Work Longer

Question: Do you expect any group of vour emplovees to
want to work longer than others?

Number PTercent
Yes 31 L
No 34 L9
Not Sure 5 7
Total 70

Ls the table illustrates, 44 percent of employers without

a mandatory retirement age for their workers expect certain
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groups to remain in the workforce. TThen combined witlh the
information provided by employers that had a mandatorvy retire-
ment age policy, nearly 45 percent of all employvers expect
some workers, as a {roup, to remain in the labor force bevond
age G5,

In speculating which groups of workers would be expected
to work longer, emplovers without a mandatory rectirement age
policy fully anticipate that executives would most lilely
want to remain past age 65. This conclusion is consistent
with the expectation of firms which did have a mandatory
retirement age policy. While the 1978 ADEA Amendments required
mandatory retirement at age 65 for chief ecxecutives of a
company, specifically those in the upper echelons eligible
for an annual pension in excess of $27,000, not all executives
are affected. Thus, the finding that many exccutives will
remain past age 65 1is considered significant as competition
for these positions from younger workers is likely to intensify
in the years ahead. The following table shows the frecuency
withh which respondents predicted that e:xccutives woul! vorl

past age 65,



TADLT V=17

Croups Tiupccted to Renmain in the "orkforce Tast Ane €5

Question: Vhich particular group do you expect to work

longer?
Jumber Percent
Lxecutives 7 20.90
Clerical workers 2 2.5
Llue collar workers G 17.10
Sales worlers 1 2.0
ILxecutives, nanagers and teclnical 2 5.7
Lxccutives, managers, tcchinical and
clerical 3 3.5
Luecutives, managers and sales 1 2.0
Il'xecutives and managers 5 17.0
Lxecutives and blue collar workers 1 2.5
lanagers and blue collar worlers 1 2.0
Jdauagers, tecunical, c¢lerical aud btlue
collar 1 2.0
All worl.ers 1 2.5
Total 25

In addition to the large number of responses predicting
that cxecutives will worl past age 65, managers, technical
vorkers and clerical workers are all expected to worle past
age 05. Significant numbers of blue collar worllers are
expected to remain in the worlkforce, unlile the finding of
employers with retirenent age policies, possiblyv a result
of the fact that employers who did not Lave a mandatory
retirement age policy have had experience vith older worlers
remaining past age 65, and are in a better position to
identify whiich groups of worlers are likely to renain past
age 65. Vhen taken together, %42 emplovers or approximately

51 percent of all those surveyed felt that some groups of



enployces were lillely to remain in the workforce past age
65.

The foregoing questions were primarily concerned with
identifying the previous experience employers have had with
mandatory retirement policies. The next section of the
questionairre aslked employers to estimate tue impacts thev
expected from the changes brought about ky the 1978 ADUA
Amendments and their opinion of the proposed changes.

Imployers were first asked whether mandatory retirement
will be abolisied nationally, in an attempt to guage bhoth
their expectations about the future of mandatory retirement

and the potential impacts of increasing the age beyond ace 70.

TAZDLE V-138

Will Handatory Retirement le Abolished

OQuestion: Nationally, do you expect mandatory retirement
to be abolished entirely?

Number Tercent
Yes L5 55
o 2h 32
ot Sure 11 13
o Response 1 1
Total 33

As the table illustrates, over 50 percent of all
employvers believe that nandatory retirement will be abolished.
When combined with information from the next table, it can
be concluded that not only do the majority of enployers

expect nandatory retirement to be abolished, but they do



not expect the abolition of mandatory retirement to have a

significant impact on their firm.

TAZLE V-18

Affect of ALolising andatory Retirerent

Auestion: If the mandatory retirement age were to bhe abolished
entirely, what affect would it have on vour conpany?

Humber Percent
Great Affect 2 2.4
Moderate Affect 5 6.0
Some Affect 3 9.¢
Little Affect 26 31.3
No Affect 35 42,2
Don't Xnow 7 8.4
Total 33

Only 18 percent of the recspondents helieved that abolishing
mandatory retirement would have anv substantial impact on their
companics. The overwhelming majority believe that removing the
upper limit for workers would have little or no impact on their
company. To a larece extent, this conclusion is supported by the
fact that relatively few firms (13 or 1¢ percent) had a mand-
atorv retirement age policy in 1977. Thus, "uncapping" the
are of retirement does not pose any substantial threat to nost
employvers.

Nowever, firms with a mandatory retirement age in 1277 reorce
more likely to predict that abolishin, mandatory retirement

would nhave a sirpificant dirpact. This could have Yaen antici-

pated, as those firrsg vith a rondatery retirvarment a;e have not

H

\ ; - . . ) P P
had the ennericuce of allowing nlder worleras the ontinn of






TATDLL V-21

'hite Collar Yorkers that Retire Jefore Age €5

Auestion: Regarding employeces who presently retire prior
to age €3, approxinately what percentace of
your white collar (professional, technical,
rtanagers and adninistrators, sales worlers and
clerical) worllers retire prior to ace 6(5?

Jumber Percent
Jone 38 45,0
1 to 10 percent 18 21.7
11 to 25 percent 3 3.6
26 to 50N percent 4 4.8
51 to 75 percent 0 0
76 to 100 percent 1 1.2
Don't Know 19
Total 33

In contrast to the distribution of retirenent are
for wvhite collar workers, blue collar workers are more likely

to retire before age 65 than are white collar worlers.

TADLE V-2

ro

Dlue Collar Morlers that Retire Before 4~ 27

I¥)

Question: Regarding vour blue collar workers (craft workers,
operatives, laborers and service workers) what
percentage retire prior to age 65?

Humber Percent

None 26 31.3

1 to 10 percent 22 26.5

11 to 25 percent 5 6.0
26 to 50 percent 5 6.0
51 to 75 percent 4 4.8
76 to 100 percent 3 3.6
Don't Know 18 21.7

Total

(el
o
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While 56 emplovers claimed that less than 10 percent
of their white collar workers retired before age 65, 43
employers claimed that less than 19 percent of their blue
collar workers retired before age 65. Blue collar workers
vere more likely than white collar workers to retire before
age 65 in nearly everv percentage category. The following
crosstabulation suggests that early retirement, before arpe

65, is more likely for blue collar vorkers.

TADLE V-23
CROSSTABULATION
Larly Retirement
by
White Collar and Blue Collar Workers

Less than More than
10 Percent 10 Percent Total
White Collar workers 56 3 64
Blue Collar workers 43 17 65
Total 104 25 129

Note: X2 = 3.85%

*Significant at .05

Thus, early retirement before age 65 seems to be more
conmon for blue collar workers. Again, this conclusion 1is
consistent with the employer's cxpectation that white collar
workers are more likely to work longer.

In attemnting to estimate the likelihood that older
workers would be allowed to casc rradually into retirement
through such personnel policies as flextime, part-time options

or jol redesign, respondents were asked to indicate if they



allowed any of these options.

TADLT V=24

Personnel Policies for Qlder "orlers

Nuestion: In order to structurc worktime so that olderxr
workers nay ease gradually into retirement,
various plans have been suggested such as
flextime, part-time options, job redesign,
increased vacation time, ctc. 'as vyour firm
considered or adépted plans to uelp older
vorkers gradually ease into retirenent?

Humber Percent
Yes 18 22
o 59 71
Bon't Ilnow 6 7
Total co

dearly one quarter of those surveyed indicated that
they had adopted personnel pclicies designed to assist older
workers in preparing for retirement. The employvers using
flexible personnel policies were nearly unanimous in thacir
use of part-time options for workers. Generally, cnployers
indicated that workers could combine reduced hours with a
recduced work week.. Oune respondent indicated that older
workers also could change assignments to a less strenuous
one, and another respondent claimed the union representing
worlters at his firm would not allow part-time options for
older workers.

The question of whether employers will allow their

vorlkers about to retire the option of remaining, if only on
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a part-time basis, is considered very important. As previously
mentioned, Social Sccurity is designed to provide incentives,
arounting to 1/4 of 1 percent for eachi month betveen the ages
of 65 and 72 for which an individual defers retirement,
providing in effect for an increase of 3 percent per vear
for each year a worker delays retirement. In addition, the
earnings test has been increased to $5,500 and will be
completely abolished for everyone over 70 vears of age. Thus,
these two changes are expected to increase the likelihood that
older workers will remain in the worlforce, thereby decreasing
the job opportunities for younger workers and simultancouslv
depressiug relative wages for younger workers. Hearly one
quarter of the employers in the sample already allow wvorkers
the option of remaining in the workforce in some reduced
capacity, increasing the possibility that opportunitics for
younger workers will be reduced.

fThen emplovers were questioned about whether long term
historical trends toward early retirement would be changed,
they were evenly split in their expectation concerning this
trend. The following table displays the responses of

employers to the question of early retirement.



TABLE V-25

Expect Changes in HJational Trend Toward Larly Retirement

Question: In recent years many men and womnen have elected
to retire before age 65, particularly at age 62,
wvhen reduced Social Security benefits first
become available. Do you expect any changes in
this national trend tovard early retirement?

Jumber Percent
Yes 33 40
No 34 41
Don't Know 16 19
Total 33

Significant numbers of employers do think that historical
changes will in fact be alt-red, and that workers will remain
in tue workforce past age 65. At least one emplover indicated
that higher living costs would force more older workers to
remain in the labor force. When questioned further, emplovers
also believe that both men and women will worl for longer

periods of time.

TABLE V=26

Ezpect Different Work Patterns for "en and “Yomen

Nuestion: If yes, do vou think there will be any diffecrecnces
in the wvorlt patterns of men as opposed to the worl
patterns of women?

Number Percent
Yes, more men will work
longer 2 24
Yes, more wonmen will
vor! longer 1 3

Tothh sexes will vorlk
lonner 25 73







the Gocial Security system. Ternaps the opposition to
increasing the age of elipgibility is Lest understood within
the context of the employee appraisal systems that nost
enployers utilize. The following taile shows that over

three quarters of all employers do not have a formal emplovee

appraisal mechanism.

TADLL V=24

Cmployee Appraisal Svsten

Cuestion: llow would you characterize your emplovee perfornm-
ance systemn?

Jumber Percent
Tormal 12 15
Informal 63 76
Don't Know 3 10
Total 53

Thus, 1t can be concluded that the majority of emplovers
do not have a formal mechanismn to evaluatc the performance
of their enployees, a significant finding that helps to
explain why many employers would be opposed to increasing
the age of eligibility for focial Security benefits. It is
also somewhat surprising to find that only 15 percent of
the sample had a formal employece appraisal system, since

1

recent legal activit; at lct

1 1

thhe federal and state Toavels
has empiasized the need for objective employee appnraisal

systems to support unbiased personnel practices. If large



numbers of older workers were suddenly to decide to remain
in the workforce, it is conceivable that most employers
would be unable, except in an informnal context, to deccide
who should be alloved to work. Thus, it is likely that given
changes in the age of Social Security eligibilitv and other
areas of retirement policy, older workers will be more inclined
to seek legal remedies in the event thev are discharped fron
their jobs. To some extent this has altready eccurred, as
the Commission for Hunan Rights has had numerous age discrin-
ination complaints against manufacturing firms.

The majority of employers do not expect to apply their
employee performance appraisal practices more rigorously
because of the 1978 ADEA Amendments. Tn large measure, this

should be expected as feu firms even have a formal process.

TABLE V=29

Effect on Implovee Appraisal Systems

Question: Do you expecct your firm to apply its perfornance
appraisal practices more rigporously in the future
becausc of the changes in retirement age policy?

Number Percent
Yes 6 7
o 68 82
Don't Know 9 11
Total &3

In fact, the six respondents clained that their perform-

ance appraisal practiccs wvere tc bhe more rijorouslyv appliecd
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to protect the company from "incowmpetant" wvorlers, to
increase productivity and to assure proper records. There
was no discernible pattern amonr employers with respect to
applying their employee appraisal systems in light of the
1678 ADLA Amendments.,

The aprparent lacli of a fornal emplovee performance
appraisal systen on the part of many firms is also demon-

strated in the lacl of a formal process to provide retraining

for employces. lIlany ecmplovers, 13 or 16 percent of tliose

3

sampled, indicate that they provide retraining by sending

N
™

ernplovees to conferences, seminars and conventions vith a
similar number of employers, 14 or 17 percent, indicating
that they pay tor educational courses taken by employees.
Still other enployers »rovide for their retraining necds

1

by Liring consultants to provide "in-liousc"™ trainine or Ly

on-the-job training. ovever, 52 emplovers or 63 percent,

do not provide retraining by any fermal proces

1]

The following table illustrates the distrilution of
respounses to tae question of liow employers provide for

the retraining needs of their employees.



N

TASLT V=30

How Do You Provide Tetraining

JQuestion: Tliow do you proviie for the

your employees?

Cand to conferenccs, seminars
or conventions

Pay for educational courses

llire consultants to provide

workshops

Other

Conferences, educational

courses and consultants

Conferences, educational

courses, consultants and

other

Conferences and educational

courses

Bo formal process

bon't Know

Total

retraining nzceds of

“umnler Percent
A 4.6
5 G.N
4 4.2
3 3.6
2 2.4
1 1.2
6 7.2

52 62,7
6 7.2
33

Generally, it can be concluded that most firms do not

have a formal procedure either to evaluatc an enmployees's

job performance or to provide for any
or job retraining.

In addition to the retraining of
were asked 1if there were any specific

in which they sought to retrain older

additional job training

all workers, erployers
occupations or trades

vorkers. As might be

expected, very few employers specifically gearcd any

training programs specifically for older workers.



TALLLE V-31

Netrain Older Viorkers

Question: In your firm are there any specific occupations
or trades in which vou strive to retrain wvorlers
age 05 and older?

Mumber Percent
Yes 8 2.6
o 61 73.5
Jdot Sure 14 16.6
Total o3

It can be concluded that retraining older wvorkers
will not pose a substantial impediment to job opportunities
for younger workers, as less than onc cmployer in ten seels
to retrain workers age €5 and older.

An identical number of employers also believe that
retraining older workers will blockh lines of advancement
for workers. The internal competition was specifically
identified by a number of respondents to involve management,
technical workers and unshkilled workers. However, the
majority of employers do not provide retraining spnecifically
for older workers and would therefore not expect any signif-

icant decrease in opportunities for other wvorkers.









Tolicies Toward Illiring 0Older "lorl.ers

P SRl .
Question: “hat effect do vou expect the changes in
retirenent age to nhave on your organization's
policies tovard hiring olle: -7 c,rs. 7111

vour fdiirm:

RISTIRENeS Percent
Ilire more older workers 5 6.0
Not change hiring policies 69 83.1
illire fewer older workers 3 3.0
Don't Xnow 6 7.2
Total 33

The precdeeding discussion indicates that many emplovers
have not expecrienced any significant impacts from the 1978
ADEA Amendments. In an effort to guage the future implications
of the 1978 amendments, cmployers were asked to evaluate the
retirement decision of their workers under the assumption
tinat the high inflation rates of the past few years would
continue. This question is considered a critical question
in the survey, as it is assumed that it will predict the
future behavior of workers.

To a large extent, the responses provided in the
following table portend a reversal of historical patterns
toward early retirement. As discussed in previous chanters,
labor force participation rates have been declining for all
workers, with age 65 as the age when many employeces retire.
However, early retirement before age €5 had becen becoming more

of the norm for most workers, and, in fact, the trend was



toward retirement at an age earlier than 65.

TABLL V=35

Inflation ard the Retirement Decisigﬂ

Question: Continued high inflation rates may result in
employees choosing to remnain in the labor force
past carly and/or normal retirement aces. If
inflation continues at the present rate, what
affect would you expect it to have on the retire-
nent decisions of the older worler in your organ-
ization? Tould they:

Number Pcrcent
Forego early retirement 13 15.7
Retire at the normal retirement
age 11 13.3
WVish to continue working nast
thie norral retirernent age 32 35.6
Mot change their retirenent
plans 11 13.3
Lot forepgo rarly retirement
and worl: past the normal
retirement aca 5 6.0
Don't ¥rnow 11 13.2
Total 83

The sicnificance of tle above information is that 73
percent of all respondents believe that under continued high
rates of inflation, workers will not eclect carly rectirement.
In addition, Table V-25 clearly showed tliat 34 cnnloyers,
or 41 pecrcent, d<id not erxpect that the national trend tovard
carly retirement would he clanged. Tnflation can then le
said to bLe¢ an inportant variabls in the retirement fdecision.

fiace retirencent for most vorl.ers is clhiaracterized by

n

a period of dissavinge, that is wvorlers nust adjust their

1ifestyle to a rveduced incone level, it is also a tine vhen

A



the financial resources of a worker begin to Le dinirished.
Lgain, previous chapters have outlined the powerful influence
inflation htas on a wvorker's retirerent income, particularly

if the retirce has a pension that is not indexed to changes

in the cost of living. It would be reasonable to assune

that under Ligh rates of inflation which exist for long
periods of time, exactly the situation wve have experienced
over the last decade, worlers would re-evaluate their decision
to retire and, if possible, postpone that decision for as

long as possible.

Not only do the majority of employers believe workers
will not retire at an early ace, but a majority of emplovers
also belicve that workers will retirc cither at the nornal
ave or work beyond the normal retirement age.

Attempts to isolate variables that vould influence
this decision proved unsuccessful. Crosstabulations did
not produce any significant relationships. Thus, it is
concluded that tuese trends avay fronm both early and normal
retirement exist across the board for all firms included
in the survey.

When employvers vere queried on the impact that the
ADEA will have on different groups of employees, there were
significant differences in the expected impact. I'mployers
were asked to rate the affect on job opportunities for younger
workers, women, ninorities and older workers, using a scale
from "vreat effect" to "no effect." The following table
summarizes the responses to job opportunities for all four

groups.









CEAPTER VI

POLICY TIMPLICATICIE

In attempting to develop the policy dimnlications of

-4

this analvsis, a nunber of dimportant ohservations can

[
-
P

rade. Tirst, mandatoryv retirement policies were not as
wvidespread as might te expected. Only 16 percent of the
sample reported a mandatory retirement policy in 1977,
withh a si nificant relationsliip found to exist betveen the
size of thc firm and dites v 707 "1ity to have a ra=datory
rotirement policy. As noted previously, Rhode Tsland has
a greater proportion than the national average of mnanufact-
uring firms employing fewver than 100 workers, which undouht-
edly contributes to the lov proportion of workers covered
by a mandatory retirement policy. The importance of the
lack of a mandatory retirement nolicv has resulted in the
fact that many emplovers have had previous expericnce with
workers remaining on the job past age G5. Vhile larrse
nunbers of workers not subject to a retirement policy
retired at age 65 anvwav, 50 enplovers, or GO percent of
the sanple, claimed to have had some cemplovees worl. past are
5.

Cenerally, employers exvected that white collar worlers

would most likelv rerain in the vorlforce, with executives,









n the

(2

survey than fromn any specific questions contained
survey, wvarrants closer attention to the issue of further
changes in retirement policy.

Pert.aps Lhe nos important finding in the area of
personnel policies is that over three-fourtas of all emnlovers
do nmot have a formnal employee performance appraisal system.
This is considered very important for a number of reasons.
First, employees nay initiate an age discrimination case
with a private attornecy as well as seelk remedies throunh
the LLOC, and to the extent that the private bar is willing
to take these cases, we are likelv to see nore litication

over age discrimination. fecond, in determining the nerits
of an age discrimination case, courts will closely examine
the performance appraisal systems utilized by emnlovers,
and strike down those that are not comprehensive and do not
apply to all wvorlers. Thus, assuming the scenario of contin-
ved inflation and informal employee appraisal svstems, we
are likely to witness an increcasc in the number of age dis-
crimination cases against manufacturing firms in Phode Island.
Consistent with this finding is the fact that 63 percent
of all firms surveyed have no formal process to provide
retraining for their employeecs, although over 30 percent of
the firms provide retraining throuch such practices as
sending workers to conferences, seminars, conventions, hiring

consultants to do "in-housc" training and bv paving for

1

educatic 1211 courses. Less than 10 nere ot ¢l e firms

survaeved strive to retrain older wvorlers and a sirilar
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Also companies should sece’., as muc’ as possible, to

lave a broad and cquitable ase distibution across conpany

skill lines. This conclusion is predicated on the fact
that a nunber of firnmns in tle surveyv indicated thev specif-

ically sougiit to retrain older worliers in certain specializead

[

crafts, suggesting ttat if a corrany L.as too many older

wvorkers in certain arcas it- -il?  counter future 211119
rerlacermeat problens.

In yet another vein, the survey results suggest that
competition for white collar positions will be most pronounced.
Even without the changes brought about by the ADEA, competition
for these middle-management and professional positions was
expected to be intense. The ADEA will further exacerbate
this situation. Thus, it is 1lilelv that many professional
and managerial workers will experience mid-career crises at
earlier ages. The result is likely to bLe greater instability,
turnover, and, most damaciug to the economic wvitality of the
state, outnigration from Rhode Island to other parts of the
country. This implication is particularly nroblemnatic,
although carcer counseling and job retraining arc possihle
approaches to mitigating this problem vithin individual firns.
Since nearly 63 percent of all firms do not have a formal
process for providing retraining for thelir emplovees,
businesses should reach out to educational institutions to
provide tais retraining. Lducational institutions have an

4
t

inperfect crasp of the retraining needs of manv firms and

.

businesses should be more willing to articulate their



retraining needs. 'ovever, the most obvious, albeit most
difficult, solution is to crecate an environment which males
the state an attractive place for companies to expand or
relocate their businesses.

Finally, given the large nunlers of older vor'ers in
the state, it is clcar that the retirement doecisions of
vorkers are an important component of the economic health
of the state. State agencies should examine future devel-
oprents throush appropriate social indicators in order to
keep abreast of potentinl changes in retirement patterns,

as well as by closcly monitoring all lepislative thrusts

that may affect the retirement decisica of vorkers.












SURVEY TINESTRUMENTS



Next week a questionaire :from the
Rhode Island Statewide Planning Program
will be mailed to your firm. Our survey
is the first statewide study of the opinions
of the Rhode Island pusiness community on
the impacts of raising the retirement age
from age 65 to age 70. Your company was
randomly selected from a list of Rhode Island
businesses and your cooperation in providing
us with this information is crucial 1if we
are to accurately understand the effects of
the changes in retirement age policy.

Thank you in advance for your cooperation









Department of Administration
STATEWIDE PLANNING PROGRAM
265 Melrose Street

Providence, Rhode Island 02907

February 27, 1831

Dear Rlhode Izland Businessman:

The anclosed survey 1s the first statewide study of the
opinions of the kKhod= Island business cormunity on the impacts
of raisiry the retirement age from €5 to 70. Your company was
randomly selected from a list of Rhode Isiand tusinesses and
your coogeration in providing us with information is crucjal
if we are to accurately understand and nlan for the effects of
this chenge in retlirerent a2ge policy.

Please bz assured that all responses will be held in the
strictest confidence and results will be displayed only in the

aggregate. Snould yvou need the resulits of the suvrvey for
planning purposes within ycur crgarizatiocn, or wish to discuss
the ngwthAS contained in the survey, feel Zree to contact
either Patrick ringliss or John O'Brien of our staff at

277-2656.

Thank you in

DWV/bham
Enclosure






APPTUNTID R

SURVEY ™MITINNDOLOCY



SUTNVLY TIETICDOLOGY

In order to determine the specific inpacts of the
1073 ADZA Amendments for Phocde Island, a =ail survey wvas
conducted of 107 manufacturing firms located in the state.
Tae survey sampling plan chosen was a random stratified

sanipling nethodology using the quota method. anufacturing

1

vusinesses engaged in the production of goods from Standard
Industrial Classification (SIC) codes 20 to 37, excluding
SIC 21 and 29, were surveycd. These tvo SIC categories
were onitted as there are relatively fcw Rhode Island firms
engaged in the manufacture of tobacco products (TIC 21) or
petroleum and coal products (SIC 29).

lanufacturing firms in Rhode Island were sclccted for
the survey sanpling plan for a variety of rcasons. Tirst,
the State Commission for Human Rights found that almost half
of all age discrimination charges were filed on btehalf of
individuals enployed in manufacturing industries. Second,
firms involved in manufacturing employ over 133,700 people
in Rhode Island, or approxinately one-third of the state's
total labor force and, as such, play a vital role in the
overall economic health of the state. Third, the 1772
Portland State University stuly, the most comprchensive
1

analysis of the subject of the 1978 ADTA Amendmnents,

unintentionally undersampled manufacturing industries,



attaining a 20 percent response rate from manufacturing
firms while the national distribution of manufacturing
industries is over 30 percent. Tourth, and perhaps most
important, vas the existence of the 1979-70 ecdition of

the Directory of Ifanufacturers published by the Nhode

Island Departnent of Tcononmic Developmeat, which provided
the name, location and number of enplovecs for over 2,000
manufacturing firms currently located in Rhode Tsland.

This direcfory provided the framewor! for the randorm sclection
of manufacturing firms by two-digit SIC code and allowed
firms with fever than four ewplovees, and not covered under
the R.T. State FLPA age discrimination law or the 1978 ADEA
Amendments, to be excluded from the sample. The Directory
was considered a significant universe record and not a
statistical sample, thus enabling it to be used for the
purpose of selccting a sample of firms to be surveyed.

The following table compares the information contained in
the Directory with data available from "Zounty Tusiioss
Tatterns - 1977" 4.1 fourth quarter totais for 1277 for
firms covered under the P.I. Departmnent of Tmploynent

Security (DES).









TAGLT n-=2

Conparalbilit— of t'ic Dircctory

vith

Selected Data Sources

Total Timployment bv SIC Code

SIC Code Pircctoryl County DJusiness Patterns- Riij
20 3,540 3,715 3,561
22 14,392 13,691 12,501
23 4,431 2,753 3,764
24 468 250-499 6NA
25 1,139 538 1,191
2¢ 3,713 2,717 5,127
27 5,05¢ L7760 5,13¢
28 6,072 2, 03¢ 2,002
30 10,121 5,274 7,195
31 3,042 2,733 3,623
32 3,52¢ 1,71 3,370
33 10,15¢% 9,'"71 6,070
34 12,141 15,432 17,€69¢
35 11,715 2,305 7,099
36 10,854 °,o7 11,7383
37 6,608 1,035 6,130

S 3,408 £,990 5,342
39 37,839 32,1¢0 308,106
].'T‘

Totals determined by manual tabulations (1976-87
Uirectory of llanufacters, R.I. Department of Tcononic Devel-
opment, 1630).
2Totals provided in "County Busincss Patterns-1977,
U.S. Department of Commerce, pps. 3-6, 1979,
3Totals provided in "State Summary-Lmnloyment and Total
Payrolls" R.I. Department of Employment Security, 19789.

Thus, the NDircctory of “Manufacters was determined to

provide an acceptable list of the nanufacturing industries
located in Rhode Island because the information contained in
the Directorv was consistent with other information fror

"County Dusiness Patterns”™ and the T.I. Departrent of Implovment









TADLY ©D-

SIC Code by Inploynent Size

Ho
SIC Code 1-19 20-99 100 or more Response
20 60 30 5 1
22 49 o2 43 10
23 25 12 172 0
24 22 ¢ 1 2
25 20 S 2 2
24 17 35 13 3
27 115 41 14 13
28 49 29 12 g
30 39 42 22 3
31 2 12 5 1
32 23 16 7 4
3 48 29 22 5
34 200 115 25 24
3 186 70 1° 7
36 16 25 24 11
37 25 13 o i
o 27 20 13 1A
39 424 308 26 79

Source: lManual tabulations of the DPirectory of ‘fanufacturers,
R.I. Department of Fconomic Developrent, 1979-00,

The information in the prececeding talble is particularly
useful in identifying a number of specific concerns regarding
the survey methodology. In all but five SIC categories,
small firms employing less than tventy workers constitute
over half of the total number of manufacturing firms doing
business in the state. This large number of snall firns 1is
somevhat higher than the national distribution of small firnms,
althouch nationally small firms conprise over one quarter of
all businesses. lowever, the sampling plan was constructed

T i T ~ 7 .
) o

to randonl: scloec. tiv¢ “irrs frorm e: e 27 wve aubsets,

o]

[

vihiere! ;o relucing the number of small firms, as a pronortion









the <awpling plan desipgn to dnclude firms orployi

o Ou

—
3

wore
than 120 wvorers as one-tuird of the cntire sanple. As a

result, sone of the larrest private manufacturin

crplovers
In Rhode Tsland, includinr eciciit enployers of over 400
people and two employers of over 1,000 -or
included in the sanple.

Research into the use of nail survey techniquz2s indicated
that thnere were a nunber of approaches that increase, alleit
sligatly, the overall response rate. Tor emanple, the use
of an introductory postcard announcing that a survey would
be forthcoming, the use of first-class mail, a cover letter,
olloiu

v letter accompanicesd L anotiher copy of the surv.r

1
i

D

anc o« survey printced oun <2 rect colored paper
leen found to increase the response rate in mail surveys.
Generally, the response rate 1n mail survevs is Letwecen 49
and 50 percent, with a recsponse rate of 75 percent achicved
only rarely and under optimal conditions.

Two other significant variahles to the success of the

t

mail survey apprcach included the "intrinsic value" factor and

the "closed response'" approach. The "intrinsic value'" factor

indicated that the greater the dintrinsic interest of the

subject of the surveyv to the questions included in the survevy,

t

the higlier the response rate. The '"cloged resnorse'" approach

indicated that higher response rates would result if those

surveyed could express their views by seclecting amoneo pre-

determined resnonses rather than by aslhing respondents to

&H

provide leungthy and time consuming resnonses. he closed



T
Hh

response also facilitates coding and comparability o

responses.
All these techniques vere utilized in guiding the
developrment and implementation of the survev. The survev
was designed utilizing the closed response approach, allowing
for limited explanatory responses. Survevs were precceded
hy a postcard and the survey included a cover letter under
the signature of the Chief of the Rhode TIsland Statewicde
Tlanning Program, under wvhose ausnices the survev vas
conducted. The survey was printed on blue paper and was
mailed with a self-addressed, stanped envelope bLecaring the
Statewide Planning Progranm address. A followvup letter,
including another copw of tlic surver ard another self-oddressed,
stanped envelope was sent to respondents vho failed to return
the initial questionnaire.

In addition, all surveys verc addresscd to the personnel

e

1

director on the assumption that this person hal, bv virtue

of position, the liest vantacge point to ansver the questions

contaianed in the survey. The nersonne! dir-~ctor, ~hether

1

the ovner of the company, as in the casc of a srall tusinoen

or an individual, as in the casce of 2 larcer commanvy, vonld

p the parscannel affairs of that

fda

have the rmrcatest interest

corrany and presuribly vorld vier the ruestions contsined

[
t
i)

suvrvey vithia the intriansic value
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