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The f%tst reason u-s21jly advanced is that pensions can 'e r-or-e adsquate7.'

fhnded.o Id fe expa nery at 70 Is about 9 years whi-le at 65 it is from 1234

years. in addition, ay. mo:.noy set aside can acua12Ate intliere-:st for 5 moro ears-,

For eaBleS a. mn noW aged 40 who wants a pension of $100 a month for life to.

ginning at age 65 must put away about $435 a year for 25 years at 3% intorest,

T-he same man neel put away only about $280 a year if he defers his retirement to

age 709

Surely, the fact that more money can be accumulated more easily should

give manage",nt a real interest in studying a later retirement age, but do the

Yavings in dollars make up for the disadvantages? Doesn't this whole matter rest

on the question of $what the count can afford? The oost of a pension ia rela-

tivaly fixed the ability to pay for it may not be. In 1950, with 63 million.

gainfully employed, 7-2/2 million of the 11 million people now 65 years of age

or older are not working. This is about 12% of our working population, It is

estimated that 3/4 of these individuals are heads of families, which reduces the

12% figure to 9%0, If we shou1d pay each one of these heads of f'am.lies a pension

equal to half of what the actively employed person is now earning, the charge

against the nation2s payroll would be 4-1/2%. Is this too high? Even if the

proportion of the retired individuals should rise to produee a cost of 10%, Is

that too high? What is the proper charge against the actively employed popula.

tior. for giving men and women who have labored for 3540 years a chance to enjoy

leisure and to approach the fulfillment of long.time dreams and desires?

A second argument in favor of choosing a later retirement age is that

many skills are wasted by retiring men and womn who have been trained at a cost

of hundreds of dollars when these men and women are physically and mentally oapab]e
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of producing at a fair rate. A suppl6mAntary aruent toward this point is that

it is better to have the several million pople over age 65 wrking# producing and

earning a gnd at a te, say, of $3,000 a year than it is to have the same

group sjdinoi y at a rate, say, of $1,500 a year
Again we entertain a problem 'of balance. Can the eoonon afford to have

older people employed while younger people awe unable to find ploymAt? This
is probably a poor t of the century to talk on this point, but w must base

our propositions on normal employmnt oonditions rather than mergency conditions.

The student of history apeiates iAat happ,n to a nation when that nation's

job holdera grow old in servic and the youth of the nation is forced to wait,

The same condition holds in a\bsiness. MaagMnt consultants tell us that

the most frequent failure for seemingly oud business vt reut from an

aging managent which has failed to inse you blood into its Bsyosm9

There are few statistics IA this field, but should't examne such

questions as these: Is it better to deliberately sacrifice the skifland earning

power of an older man for the 1ooser skills and perhaq lesser earning power of

a yger man simply in ordr to assur a om and the nation oontinued vitality?

Shouldn't weoconsider the mkillh of the '65 ar man and older as a rosero strength

of the nation to be set asel in as comfortable cirumstances as pooibl in norml

time but to be available as an mg work. foree in an emrgency? One more

point to be considered _lt us rmber that the frustrati'ns of a 20 year old

man an last 45-50. erso affect durig that tim at least two generations,

while the fru-trations of a 65 rear old are definitely limitcd in t

A third arg t for a deferred tiremnt ag is that individuals go to

seed whn they retire, that it is psychologically bad for the individual, therefore

dry rot for th co ty for a mn or to ease gainful empl e.

Is this a fact? In their studies of personal adjustments in old age., Cavan,

Burgessa, Havinghurst and GoldheOsw emhse the importance of two factors in

L..6- lilk I ltlr"l'14A&Lwi"L-IW I .Ar- 1.



aa c.c.urae reire;ertt income. Tie second i5 the posses2ion o0f an .:x/2 ,

factory to t`he individual, The repeated references of these reti.red Lndiv&eidl;a-

to a desire to return to employment apparent-ly is not based on a desirs to 'SrV. ½

on the failure to h.ave either the money or the activity. In view of th!X-w,r)1no7

of keeping the way clear in industry and our nation for the yotunger rmn, ohould n> t

our ef'fort$s be concentratad on supply;ing adequste re't 21'f-ement inc n c .

post-retirement activitles rather than on taking the easy step of keeping these

peeople in employment,, which even they would not Drefer?

This brings in another question which is being considered seriously by

American management, Should management assume a responsibility to prepare the

older worker for his retirement; in short, to supply him with an activity sati-<

faotory to him? I question very seriously whether management should take on tL-.

responsibility for several reasons:

The pre-retirement programs we have observed in action are not very

effective, in that in all too rany ihstances they have not won the .,uppvrt, of

the pensioners themselves0

Also, too frequently guidance breeds at least an attempt to contrm.1, or

what is equally bad, it leaves the impression of dictat!.on.

If this is a,real prublem, ian9t it one for a oo=unity rather than a

business? That it can be handled in a community, and has been sucaessfully, is

told in the May 1951 issus of "Popular Economics,,"

As I see it, management has severel definite, but limited, responsihilities

in this priblem of preparing the older worker for retirement:

i', Providing an adequate retirement income.

2, Informing the employ.. well in advance when he will eti

30 Keeping him posteo on how much he will receive and {'hen he will re-

ceive it, and
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Before anyone in this audience oudgels me on this position, please let

hnM oonoider how iofect.#:; have been vocatIonal guidance progr'o with -Yzg.-er r

The'rn I7rgine transferring this kind o-f progr3am to men and women wehose habits. pre_

Judices and desires are relatively fixedg

A fina2 argumnt for later retirement is that we should dispose of a ohrono_

logical measure of retirement and substitoute a psychological, physical and mental

age conaept0 You hear in this connection such simple statements as- 4Many men

are younger at 70 than others axe at 50O.

No one can dispute the reasonableness of this concept, but there are wmny

questions ooncerning its application, Who is going to decide "how old"t a man is

at 65? Ae we going to set up another Board? Will it produce the same seriGs of

disgmtlements whjah,, for ermple., the Naval Reviewing Board has been producing

for many years? Will unions cooperate by relaing their inoreasingly strong

seniority concept in favor of a polioy of shifting the older worker into a job

he can perform? Wtil1 unions actively support the eontinued introdvotion of ch]

anical aids so that we can supply muscles of steel to aid the failing muscles of

men? Will the individual himself, as- JO Douglas Brown has so aellutioned, agree

to be oontinued 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 establish a system

where the older man can be viewed with absolute objectivity and will accept the

decision without rancor toward his union, or his feflovwemployees, or his oompany?

These are very Important questions and we don't have answrs to them as yeto

IsnWt it worth serious oonsideration as to whether we should attempt to find the

answers? Are ti-e inequities of a fixed age or a fixed limit less dangerous to our

national psychology than is the unequal treatment of people on unsound criteria?

After all, -eJ have used a fixed age for an automobile driver0s licenese, for the
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ot?:3 aesas imno3rsngmasses of people. Everyone realizes thbre are ereeptions9

but the history of raaiay centr'ies points to tha desirability of a fixmd objectI'Ve

limit r-ather than a variable opiiiol limit in arriving at answers to problei- of

this kind.

on How Mkch?
It might be ideal-, from the individual and the national point of view, to

retire employees on something approimating full earnings - but for a variety of

reasons, some good, some questionable, it9s not now feasible for the great majority

of Amrican buminess. Here again we need answers laid against sore aoaeptid be.ich

mark - and about all we have is opinion. There are some oriteria for example,

the Federal Security Agency figures that a budget comfortable (not subsistence)

for an elderly couple, corrected to a 1951 priae level, should range fro' aboauit

$110 to $150 per month, depending on the region, Another and perhaps more reliable

criterion is what psioners actuafly are re ing inadequate statistics fvo.

Social Security tell -us the average income of current F.OOA.IoBo recip1tets !iho

are partially employed is somewhere around $90 per mbnth9 A augg'std desirabla

figure is called an t"equivalent retirement inoome"' which in an sunt equal to

normAl preo-retirement income 1 excpenses which presumably are not required in

retiren-t such as educational charges, rent (beQause the hm Is owned) woTt

clothes, and the lifrt0 This figure iE variously estimated at fru 50 to 75%.

Still another indioator is what loading firms in the United States eonsider a

fair peroentage of prior earnings an a retirement income and that figure is

somewhere between 35 and 50O

We in Procter & Gamble approached this problem from three distinct frontas

1. What could we do now to prode a mini pension which would produce

a reascnable iname at c t costs of living?

2. &at could ie provide for. thei e in bulding on this minimum to



provide a mrore co,rfoi-tabTh retirement income?

3 And how could w+I, makte the transition from the miniriim pension to the

fuller retirement income without ineurring very large fix.d obligations for a

ftuture period about which me can forcast little at this time?

The first problem was met about 4 years ago by revising our basic pension

plan to provide, for the single individual who is being retired curntly, a basic

pension of 40%of his average pay during his last years of employment or $125,

whichever is the lesser, tiWitV an average case,. this might be made up of $80 from

Social Seourity and $45 from olir Pension Fund. The married employe whose wife

is 65 would, of course, receivQ under this plan $165 from both souroes, This basic

plan, then, provides a floor foxv a retirement income in line with ponsions proviried

by the better existing American plans,9

The answer to the second pro'le - building on this minimum for the future

was not so easyt I must confess we struggled with it for some years before w

reached what appears to be a satisflActory answer. It did not soem right to saddle

the business with anyfrther fixeil pension osts- some way had to be found to

provide for additional 'tirement iinome out of a fund created out of profits and

fed into oly when-there are profit,,, Our solution' for- this second problem for.

tunately gave us an answer to the 'Vaird problem

a many of you Imow, we have, had Profit Sharing Plan for almost 65 years0

This Plan until recently provided 'or profit sharing d4ividends varying with length

of service on the first $2,000 of 3O In early 1948 we amended this Plan

to provide for paying these profit sharing dividends on base earnings in exaess

of $2,000 when and if Company profitt are sufficient to do so. This Plan provides

for a m annual ompany conti bution of 15% of: the base earigs in ex¢ess of

$2,000 of all participants, but iniorporates als a car fo provision which

enables us to make up in good prof7t years for previous less profitable years. In

a given year, assuminv Company piG"its are sufficient, an employee with over 15



ye,a,-sQ serv'ice wit'.h average 6arnings i$ill be credited with about $350o

Note that this is hold in trust primarily for retirement. It will

add to the Dasio pension so that our average mloye" of 40 years of age can re.

tire on an inoome (from F7O0A.IB030 the PensionPlan, and this trust feature of

the Profit Sharing Plan) of about $160.a month if single, and t$00 a month If

married, A youngster starting in at age 20 can look forward to a monthly income

from these souroes in an m which might be ql to about 65-70% of his

present mnthly base earnings, not inclug his wife's F.OAoI0Bo

This fund provides for oomplet pant at death or total disability and

vests in any event after 16 years of partioipation in the Profit Sharing Plan.

Our presnt answer to the problm of p'viding a adequate reti nt in..

oomeappearsto be worki for us - a successiful business in a basic oMUiity

field, Whether this would work in other industries is a subject for study,

and not for opion. It is interesting to note that in its recent and thorough

analysis of pension funding the agasine Fortune reached the sam oonclusion ve

did sveal yrs age - a basic fixed penion min, supplemeted by additions

psid out of profits if and iaen there are any,

OnWhom
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I fear this question is acaei0 The F.O.A.I.Bo pattern of 50-50

contribution seems established and the a plan supplementation is surely

tending in the non-o i.

If I may os gin tal4o a potiAoua I woulpl ad for a return to at least

a partial acceptans of the mrits, po a onoic, of individual thrift

and its oorollary - ontributing, to one's own rtirement inoome. It will be sr-.

tremely diff¢Lult for the avrage industrial firm to provide a combination of

retirement benefits *ich ap tb i of a ing abouve 50% of pro-retire-

ment income. The deficit, so to speak, must be made up byr the individual on his

ow and by his own motivation. Bat the oppotnity should be made attraotive and

the

Ll;Ii



proc4ue should not be made diftf:ioltt
Neverthees, ev4 indi al thft n% zot b* tied alone to the salt-ing

ay of i ar saigB aIst The x*n *o oUns his own ho br age

65 is ahead ea-at onth ovr the man iho is foreod to pay ret or who is still

paying off a i ge Th wi Whohad his savinstin a truck garden or

a small is oatriboting ot only to his ooncai bette , but also to his

individJl fullmlife

Mlaiy years ago in ror& w reoognised the desirablit ofp

viding both t for a thrift the first 6

ears a n employe'a pmSa ton in wr P*ofit Sahring Plsi he octribates
and the COMPany o ot io S *d4 to the aof ares of Pr &

Gamble oommoetok The aoubshsWares are turned over to hi at the end

of 6 _ears they fom a tidy sum to be umd as the nraleusfr r stok

purchase, as collteral for a home loan, or as a reserve for unforeseen troubleos

After 6 years of participationt profit sharing dividends on the first $2,000 of

annual earnings are paid in cash quartrly. we try to aize to our employes

the wisdom of living on their basic wek2r pay cheeks, and of investing these

oash profit sharing dividends in additional stook prchasse, building and loan or

rerdit union accounts, pmnts on hoQs,'and the like.

Our people have appreceated h a of this oppornitya It is not

unusual to find a Procter & Gamlle retiring as the ower of several

hudred shares of P&G stock over and o. and apart om what r retirement

incomb he may receive from our combined plns and Social Security. It is

usual to find this emploee owning his own home, and, meet fortunate, with his

wife at his side to enjoy ito

This is the ooononic side _ let us not overlook the e ous iorance

of the psychological aide the importane of the mployee realizing that he is

oontributing directly to his own sec1ty. Here, I believe, is a factor which



.iiI-ikXItXrloveook time and again, yet it is the center of every wiorV.

able plan I have sean w4hich has lasted. Have you ever stopped to consder t>

one rarely hears a man- Cagging about getting a Federal Old Age Pension - biut thatw

it"s hard to qluiet the same man talking about the share., of stock he acqured9 or

the house he bought, or the annuity he purohased? Isn't it part of managementts

responsibility to the older worker to offer him the chance to be proud of bielf


