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Let it be undersiood from the start thﬂt I cannot{ assume the rﬂsponsibi?i:v

of talking about mrnagement's responsibility to the older worksr. I can only
pregent the point of view of one who is in the midst of the problem, and who o
far has discoverad far more gqueations fhan ANSVAras,

Indeed I wonder if it ie timnly for anyone to teke a pronounced stend on
this problem of men and women growing older in employment. The amount of valid
information in the whole field is 80 emell = and the prnblém is 80 big. This
surely isn't a time for polemics, or slogans, or campaigns. This is a time for
deliberate consideration of what is going to happen to every one of us, eome
gooneyr, some later,

This approach, I fear, wiil not produce many answers to our mutuwal problems.
In diecusging what I consider the threes fundamentals of the aging problem - %when
to retire,¥ Yon how much," and "on whom," I find that™I can be only r@l%ti#ﬂly
positive on the "how much" - and that on the other two fundamentals I must ask
rather than astate,

ep To He ®

This question must be attacked first. It is the nub of our problem. Its
succegsful trentment =11l autematically giv< answers $o many of the auestions
aroused by "how much?" énd "on whem?®

Among others, Sumner Siichter hes rejrentedly warned that an early r@mifes
nment age (and by "early” he mesns 65) will crnats';orious problems from both the

national sociéeacahomic gide and from the individusl psvchological side. Ee
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suggests 70 as a more. realistic retirement age,

Let us sxamine some of the reasons advanced for ehooasing a later retirs-
ment ages :

The first reason usually advanced is that_pensions can be more adequately
funded, ILife expectaney at 70 is alout 9 years: while at 65 it ies from 12-14
years, In addition, any money set asids can scoumiiate int;rest for 5 more years,
For example, a man now gged 40 who waﬁts a pension of.$100 a month for life be-
ginning at ege 65 must put away about $435 a year for 25 years at'3% interest.
The same man nead put away only about $280 a yeér if he defers his retirement to
age 70, |

Surely, the fact that more mbney gan be aecumulated more easily should
give mansgement a real interest in‘studying a later retirement agé, but do the
savings in dollars meke up for the disadventages? Dosgn’t this whole matter rest
on the question of what the couniry gan afford? The cost of a pension is rela-
timl;} fixed - the ability to pay for it may not be. In 1950, with 63 million
gainfully employed, 7-1/2 million of the 11 million people now 65 years of age
or older are not working, This is about 12% of our qorking populatioﬁg I is
estimated that 3/4 of these individuals are heads of families, which reduces the
12% figure to 9%, If we should pay each one of these heaﬁs of familiee a pension
egual to half of what the actively employsd pgr§on is now earning, the eharge
against the nation’s payrell would be 4~1/2%. Is this too high? Even if the
proportion of the rotirediindividuals sgould rise to producev; cost of 10%, is
that_too ﬁigh? What is the proper charge against the astively eﬁploysd popula-
tion for giving men and women who have labored for 35=40 years a chanee to enjoy
| leisure and to approach the fulfillment of long-time dreams and desires?

A segond argument in favor of choosing a later ratiremept age is that
many skills are wasted by retiring men ahd women who have been trained at a cost

of hundreds of dollers when these men and women are physically and mentally capable



of producing at a fair rate. A suﬁ:pli.eméntary argument toward this point is that
it is better to have the sevarél nillion people over age 65 working, pfoducing and
-earning and spending at'a rate, say;‘of $3,000 a year thén it ig to have the same
group gpending only at & rgte, say; of $1,500 a year, :

Again we entertain a problem of balanse. Can the eccnomy afford to have
older people employed while younger ﬁaople are unable to find smployment? Thisg
is probably a poor time of the century to talk on this point, but we must base
our propoéitions on normal employment conditions rather than emergency conditions@
The student of history appreciates uhat‘happens to a ngtion when that nation's

job holders grow old in service and the youth of the ﬁétion is forced to wait,
‘The'sama qondition holds in a\businoss, Management consul@ants tell us that
the most frequent failure for seemingly sound business ventures results from an
aging menagement which has failed to infuse young blood into its system,

‘Thare are very few statistics in this field, but shouldn’t we exeamine suech
questions as these: Ig it better to deliberately sacrifice the skill and sarning
power of an older man for the lesser skills and perhaps lesser earming power of :
a.younger man simply in ordér to assure a company and the nation continued wvitality?
Shouldn’t we consider the skillsvof the 65 year man and older as a reserve stréngxh
of the:nation to be sot aside in a§ comfortable eircumstances as possible in normal

times but to be availablevas an emergency work force iﬁ an emergency? One more
point to be considered - let us remember‘that the frustrati~ns of a 20 year old
man gan last LB—EOvjtgrs and affect during that time at least two gonerafions,
while the fru-trations of a 65 year old are definitely limitod in time,

L third asguin for a deferred retirement age is that individuals go to

seed whén they refire, thgt it is psychologlcally bad for the individual, thersfore
dry rot for the community for & man or woman to cease gaihful employment,

Is this a fact? In their stydiﬁs of peraonél adjustments in 0ld age, Ca?any

Burgess, Havinghuret and Goldhemer emphasize the importence of two factors in
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producing satisfaction in retirement. The first and most important is, of course,

an adequate reiirément inoome. The second is the possession of an activity satis-

factory to_the individuval, The repeated references of these retired individuals

to a desire to return to employment apparsntly is not based on a desiré to work but
on the failure to have eityer-the money or the sctivity., In view of the importance
of keeping the way clear in 1ndustrj and our ﬂation for the younger man, shouldn't
our afforts be concentrated on suppljing adequate retirement ingomes and edeguate
post-retirement activities rather than on teking the easy step of keeping these
péople in employment, whish evanAthey would not prefer?

This brings in another questioﬁ which is being considered seriously by
Américan management . Should management assume & responsibility tofprepare the
older worker for his retirement; in short, to Supply him_wifh an activity satise
faagtory to him? I question very scriouely whothsr management should take on this
responsibility Tor suvers] SeaNenst ' :

«~ The pre-retirament programs we havo observed in action are not very
effective, in that in all too many ihstances they have not won the support of
the pensioners themgelvnso :

- = Also, to0 frequently guidance breeds af least an attempt to oontrolglor
what is equally bad, it lsaves the impression of dietation,

- If this is a_real problem, isn't it ene for a commnity rather than a
bualnesa? That it can be handled in a community, and has been successfully” is
told in the May 1951 issue of "Popular Economicso“ : :

As I see 1t, managemant has sevoral definite, but limitod responsibllities
in this problom of preparing the older worker for rstiremont:

¥, Providing an adequate retirement income,

2, Informingythc exployse uall in.aavanoe when he uill vetire,

3. KXeeping him posted on how much he will receive and when he will re-

eeive 1t, and
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Lo  Cooperating with a eommmunity plan rather than instituting menagement’s
own plan which would affeeo only its own employees,

Before anyone in this audlence cudgels me on $his positiony; please let
him eonsider how ineffectivé have been voeational guidanee programs wii';l:x—.uydungstemo
Then imagine transfe?ring this kind of program to men and womén whose habits; pree=
judices and desires are relatively fixed] v '

5 Cinal axovidit Tor DG RRbERRIIRE 15 thet vy shieidd dtaees of & alitenes
l?gical‘measure'of retirement and substiﬁute a psyoho;ogical, physical and meﬁtal
age ooncept, You heer in this conneétion such simple statements as: "Many men
are younger at 70 than others are at 50.%

No one can dispute the réaspnableness of this concept, but there afa meny
questions goncerning its application. UWho is going to decide "how old" a man is
at 65? Are we going to set up another Board?_ Will it produce the same series pf
disgruntlements which, forewsmple, the Naval Reviewing Board has been producing
for many years? Will unions gooperate by relaxing their inoreasingly strong
seniority eoneept in favor of a policy of shifting the'older Qorker into a job
he can perform? Will unions astively support the eombinued introduotion_ of mache
anical aids go that we can supply muscles of steel to aid the failing muscles of
men? Will the individual himself, as J, Douglas Brown has so well cautioned, agree
%o be conbtinued in employment on a job he can do and not necessarily on a job
which he held prior to retirement? Will it ever be possible to eatabligh a system
vhere the older man can be viewed with absolute objectivity and will aqcept thes
d@oision without rancor toward his union, or his fellow-employees, or his company?

These are very important queationsiand we don't haye angwers to them as yet,
Isn't it worth serious oénsideration as to whether we should attempt to find the
answers? Are the inequities of a fixéd age or a fixed 1limit less dangerous to our
natipnal psychology than is the unequal treatment of people on unsound eriteria?

After all, we have used a fixed age for an automobile driveris ligense, for the
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exercis=: of our voting options, for the selestion of men for the ammy, and in meny
other areas involving massés of people. Everyone realizes thbre are excepbions,
but the history of mauy centuries points to the de_sirabﬂ.lity of a fixed objective
1imit rather than a variablé opinion 1limit in ai‘riving at answers to problems of
this kind,
On How Mfu.ch?

It might be ideal, from the individual end the national point of view, to
retire eméloyées on gomething approximating full earnings -~ but for a variety of
reasons, some good, some questionabie, it's not nﬁw feasible for the great majority
of Americen bv.:s-..ine'ss° Here again we need answers laid a,éainst sorme acceptéd bench
mérk - and about all we have is opinion. There are some criteria - for eicample y

the Federal Security Ageno}y figures that a budget comfortable (not subsistence)
for an elderly couple, corrected to a 1951 price blovel, should range f‘ro'xz; about
$110 %o $150 per month, depending on the reglon, Anéther and perhaps more reliable
criterién is what peﬁsioners e.ctually are receiving « inadequsate statistics from
Soelal Security tell vs the average income of eurrent F,0.A.I.B. recipieats who
are partially er_npazojred is somevhere around $30 per month, A suggested desirable
.f':lgu‘re is called an "equivalent retirement income" whieh ie an amount equal to
normal pre-retirement income legg expenses which preéugmbly' ave not required in
retir@snt - euch as educaticnel charges, reat (béqa,usa the home is owned) work
clothes, and the 111539,- This figum 1s variously estimated at frem 50 to 75§§
Seill 'anoth‘er indicator is ulat loading firms in the United States eonsider a

fair percentage of prior eamings as a retirement incoms - and tﬁat Pigure is
somevhero between 35 and 50%° | ‘

We in Procter & Gamble approached this pro'blon from thrao digtinet fronmts:

1, What could we do noy to provide a minimum pensipn uhioh would produce

& reasonable income at cumnt coats of liv:lng?

2, What could we provide for the ﬁlture .'m bullding on this minfmm to
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provide a more comfortabls retiresment income?

3. And how eould w# ma%e the transition from the minimwm pension to the
fuller retirement income without inecurring very large fixed obligations for a
future period about which we can foreast little at this time?

The first problem was met about 4 years ago by revising our basic pension
plan to provide, for the single indivi&ual who is being retired surrently, a basic
pension of 40%of his average pay during his last years of employment or $125,
whichever is the lesser. With an average case, this might be made up of $80 from
Socia1~Seourity and $45 from cur Pension Fundo- The married employes whose wife
is 65 would, of course, recei?u under this plan $165 from both sources. This basie
plan, then, provides a floor fov a retirement income in line with pensions provided
by the better existing Amerigan plans,

The answer to the second provlem - building on this minimum for the future -
was not so easy. I must confess we'struggled wifh it for some years before we
reaghed what appears to be a satlsfuctory answer, It did not seem right %o saddle

%he EUSiness with any furthgr fixel pension costs = some way had to be found to
provide for additional retirément income outvof a fund oreated out of profits and
fed into only when“there ere profit, Our'solution‘fof'this gegond problem fore
tﬁnately geve us an answer to the hird problem, ' :

As many of you know; we hav%‘had a Profit Sharing Plan for almost 65 years.
This Plan until recently provided\forfprofit‘sharing dﬁvidends varying with length
of asrvice on the firat $2?000 of 3atnings° In éarly 1948 we amended this Plan
to provide for payingfthesa profit sharing divideﬁds on nge earnings in excess
of $2,000 when énd if Company profits are sufficient to do so. This Plan provides
for a maximm anmual Compeny contr.bution of 15% 6ffthe bage eérnings in excess of
$2,000 of all partisipants, but inzorpbrates‘also a car?ybforﬁard_provision which
enables us tb make upiin good profit years for previous less profitable years, In

a given year, assuminc Company pic’its are sufficlent, an employes with over 15



years! service with average @amings will be credited with about $350,

Note that this money is held in trust primarily for retirement., I% will
add to the basic pesnsion so that our average employee of 40 years of age can re-
tire on an inoome (£rom FOOOAOIQBO.Q the APensionPians and this trust feature of
ﬁﬁe Profit Sharing Plan) of sbout $160 a month if single, and $200 a month if
married, A youngster starting in at age 20 gan look forward to a monthly ingome
from these sources in an amount which might be equal to about 65-70% of his
present monthly base earnings, not ineluding his wife’s F,0.4.1.B,

This fund provides for complete payment at death or total disabllity and
ve_sts in any eveni after }.6 years of partieipation in the Profi"t Sharing Plan,

Our present answer toc the pzjoblem of providing an adequate- retirsnent ine
some appears to be working for us - a sucecessful business in a besic commodity
field, Whether this system would work in‘ other indus‘!;,ries is a éub}eo‘t for study,
end not for opinion. It is interesting to note that in its recent and thorough
analysis of pension funding the magaziﬁe Fortune reached the same conglusion we
did geveral ysars 8go - a basic fixed pension minimum, supplemented by additions
paid out of profits if and when there are any.
6n Whom? :

I fear this question is begoming scedemic, The F,0.A.I.B, pattern of 50-50
contribution seems eetablishod, and .the private plan supplementation is sursly
tending in the non-gontritutery direction, ‘ .

i may onge again tak§ a poéiztion; I would plead for a return tec at least
a fartiai acooptaridq of the merits, psychologic and egonomig, of individual thrift
and its éorollary = gontributing to ons's own retirement income. It will bs ex-
tremaly difficult for the average industrial firm to provide a combination of
retirement benefite which approach th§ ideal of .aomething abouve 50% of ﬁro-mtire«»
ment ineome, The defieit, so to speak, must be made up by the individual on his

own and by his own motivation. But the opportunity should be mede attractive and

the
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procedure should not be made“ éiff'iculﬁ’o

Nevertheless, gveh individual thrift need not be tied alone to the malting
avay of doliara in bank savinge acgounts. The men who owns his own homs by age
65 is ahead ench month over the man who is foroed %o pay rent or who is still
 paying off a mwortgage. The Imn‘ who has invested his sawings:in a truck garden or
a small ferm is contributing not only to his econcmie betterﬁsnt, but aleo to his
individial full-1ife contentment.

 Mpny years ago in Procter & Geamble we resognized the desirability of pro-
viding both éncouragement and means for a thrift prograﬁx. During the first 6
years of an employae's paﬂioipation in our Prorit Sharing Plan he contributes
and the Compeny sontributes into & fund for the purghage of shares of Procter &
Ganble oommon stook., The accumulated shares are turned ower to him at the end
of 6 years - they form & tidy sum to be used as the nusleus for futher stock
purchase, a8 collateral fbr a home loan, or as_}a reserve for unforesesn troubles,
After 6 years of participation, profit sharing dividends on the firat $2,000 of
annual sarmings are paid in cash gquarterly. We t‘z;-y‘ to emphasize to ocur employees
the wisdom of living on their basie weekly pay checks, and of investing these
cagh profit sharing diﬂdends in additionél stbok purchases, building and loan or
 oredit union accoﬁnts, payments on homes, and the like. .

Qur psople have appreciated the advantage of this oppqrttmityo‘ It is not
unususl to £ind a Proster & Gamble employes retiring as the ouner of several
~ hundred shares of P& stock over and qﬁova and apart from uhatevér retiremsnt.
ineome he may receive fi'oni our combined plams and Social Security., It is
ugual %o find this ainployae oming his own home, and, mest fortunate, with his

wife at his side to enjoy it.

.

This is the economie side~- let us not overloock the tremsndous importance
of the peychological side - the importance of the employee realizing thet he is
sontribiting direetly to his own securdty. Here, I believe, is a factor which
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wa all are likely to overldook time and again, yet it is the center of every work.
able plan I have sesn which hae‘ lasted, Have you ever stopped to consider that

one rarely hears a man braggzing about gettipg a Federal 0ld Age Pension - but that
it's hard to quiet the same man telking about ths' shares of ctock _t_x_g agquired, or '
‘the house he bought, or the ammity he purchased? Isn't 1t part of management's

- responsibility to the older worker to offer him the chance to be proud of himself?




