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such studies were to be made of wiAte collar workers.

I8m not at all sure What such studies would shows though I strongly

suspect the results would vary somewhat for different occupation groups.

But suppose, for purposes of discussion, that, for at least some occupa-t

tion groups, it appeared to be uneconomical, on the ave age, to hire job-

seekers above a certain age. Would the emplcyer than be 1811 advised to

enforce a rigid policy of hiring no workers above that age? I would urge

that the anwier is no. For if there is one clear finding that seems to

bave resulted from research on job performance and age, it is that indi-

vidual variations in productivity wi age groups are likely to be higher

than differencesbetween age groups. A finding that relates to variations

in average job performnce in relation to average labor costs by age does

not, logically, provide support for a blanket rule of refusing to consider

highly qualified older jobseekers.

Yearsof-service prosions.O I sall deal more briefly -with years-of-

service provisions of pension plans and their inpact on hiring policies.

The reluctance of a large firm to retire a worker with only a token pension,

or with no pension at all, is understandable. But this consideration

carried more weight several decades ago, when social security benefits

were unavailable, than it does today, when almost every retiree will

qualify for social security retirement benefits. Clearly, also, it would

carry even less weight if social security benefits were more nearly adequate.

Despite the fact that OkSDI benefit levels have been substantially improved

during the 19500s, the average single retired worker receives only about

$72.50 a month, and even those who are coming on the rolls at the present

time are receiving only about $82 a month, on the average.
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Wbether it is wise to include provision in private pension plas that

require a minimum of, sy, 10 years of service before an loyee will be

eligible for azy pension benefits is a debatable question. Even more deba.

table is the question as to etber such re t hould be used as a

basis for rigid policies of retuing to hire a worlei who is lsee tn0

years belaw the noral retir t age. Ouir Francisco stud indicated

that a few large firs with this tpe of pei n oision were hbiring

workers in -the. criti1 ag bracket but king it quite clear to them that

they would not be eligible for a pen .

The fact that a rising p of e inludin sting

provisio will, of course, tend ntuay to ease thia problem. To the

extent that older jobseekers have pension rights tbat have accrued in

previous jobs, the prospective retiremet e e ro this sc can be

added to any prospective from a new job.

f.Pnsion Plans and Labor )bilir

In a ynaic ec , the fficient utilsation of powr roe es

depends to a large extnt on the wilnieus oworf rs to shift from

contacting to ndin dustrise and from ares of declining eriployment

opportunities to areas of rapidly nding opporttes. Yet research on

labor mobili1ty has indicated oleary that nxst volar Job-shifting, even

in an era when pensions and other fringe b it less pre lent

they are today, occurrd a g oo tively g worers. d the y g

worker for whom retirement is a distant prospect is not likelyr to be overly

concerned about pensim rights and, in an case, probabl has not worked long

enough for any mne firm to have acmlated apeible pension rights.

It is basically for this reasn that I am inclined to thnk the impact
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of pension on voluntary labor mobilit1 ha been exaggerated. Furthermore,

a nur of recent studies have cast doubt, in various wiys, on the widely

accepted notion that pensions have interfered m*terially with voluntary

labor mobility. Robert Tiloves in a t o the d for the Republic,

emphasizes the point that older rs are not likely to be very mobile,

in any t, and goes on to call attention to the vW in which early retire-

mnt features of pensio pl ia shifts of older me

out of jobs that are taxg their into'lighter Jobs. Arthur M. Ross,

in a recAt article in the 4 points out t those

who view the alleged dcle in labor ili aM e ed for

writ of more adequa data, to rest ir case that a decline has occurred

anc in quit rates In isriufaturingo Xet, if qolical fluctuations

and disruptions brought on by major wre are iid, is clear that ay

long-term declin quit rates a be quite de and can be largely

explaind by (a) the failure of nnuaturing e lent to nd in recent

years and (b) tche assoted aging Of the mnacturing work force. In a

very different type of stuctr, based CD interview wdth workers finrm with

and witbout penion plans,, ard as yet, n l d, Herbert Famnes has found

that the inflce o acc lated seniority far Mtany influence of

pensio rights as a deterrent to voluntary labor mobility;.

If it is difficult to demonstrate that pensons hae interfered

ciably with vo tam r labor mability, it is difioult to build a strong

case for the vesting of pension rigts to protect thoecnoi positio of

those older worlkrs who are forcd to st jobs involuntarily. The older

worker vho loses his Job becaus of a plant relocatIon, merger, business

failure, or because the introducti of automtion or other tecological

ilroveants has closed out an entire department, is ly to find, in nay
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cases, that he has lost all his pension rights. And there is a good deal of

evidence that the frequency of such involuntary job separations has been

increasing.

3. Pension -Plans and 00 uls Reirement Policies
Wde cone naw to the relationship between pension plans and comulso

retirement policies. There is little doubt that the association is a close

one, and it scarcely needs belaboring in a conference of experts on personnel

problems. Very few firms that have not adopted pension plans have a formal

retirement policy of any sort. Retirement tends to occur on an ad hoc basis,

usually -when the worker becomes too old or too ill to keep on with his job.

A few large firms that lack a pension plan provide individual retirees with

pension benefits on a basis of need, but such policies are co3.aratively
rare.

The introduction of a pension plan means the inauguration of a forml

and orderly retirement system, and in the great mjority (one New York study

indicated seven-eights) of single-enmplyer unilateral plans, some type of

mendatory retirement provision is adopted. Furthermore, there is little or

no evidence of any trend away from mandatory retirement provisions in this

type of plan, although there is a good deal of variation from firm to firm

in the rigidity or flexibility with which retirement at the mandatory age is

enforced.

Negotiated pension plans are somewhat less likely to include involuntary

retirement provisions. Even so, a recent BLS study indicated that three out

of five negotiated plans provided for involuntary retirement, and that there

had been no significant change in this proportion in the previous six years.

However, there is some evidence that there had been something of a trend away



from conpuIsozr retirement provisions and toward later compulsory retire-

ment ages -under the so-called "pattern" plans, in the late 1940 9 s and very

early 1950Qs.

On net balance, however, it seems clear that the percentage of workers

affected by conpulsory retirement provisions has increased substantially

during the last decade, along with the growth of pension plans, even though

it still represents a minority of all workers.

There is probably no issue of personnel policy on which management

attitudes vary more widely than on the question of compulsory retirement.

To some extent these differences are related to differences in the age of

the firm and the rate at which its exployment is tig to expand or contract.

The older the firm, and the less its employment is exanding9 the more likely

it is to favor compulsory, or even automatic retirement. But differences in

attitudes toward retirement policy cannot be fully explained on these relax

tively objective grounds. Some managements have a strong attitudinal predi-

lection for a fixed retirement age, with few or no exceptions allowed, on

the ground that (a) such a policy is relatively easy to administer, (b) once

established, it tends to be accepted by enployees, and (c) there are as yet

no satisfactory objective criteria for determining which employees should be

continued on after the conventional retirement age. Other employers take an

equally firm position in favor of a flexible retirement policy on the ground

that it (a) contributes to enployee morale and (b) permits the employer to

retain the services of those workers who maintain a high degree of effi.

ciency well beyond the conventional retiremsnt age.

If management attitudes toward retiremont policy vary widely, so do those

of workers. And yet, despite a good deal of research on this question during

the last decade, we still have an inconplete picture of the factors that
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influence enplee attitudes toward retiremt. e fding that has been

Clite clearly established is that the closer a worlkr gets to the age of

retirement, the nm"M likely he is'to resist the idea. Some studes have

also suggested that attitudes va widl by occupation, but the t ell

retiremnt stu -e of the largoetscale studies to date- suggests that

prospective retire t inoe b a iportant bearing on attitudes

townrd retire th octi. 8 olde work* anticiate

reasonably adequate retirement incom a ch less likely to have negative

attitudes toward retirement th those *ho expect a seriously inadequte

retirement income.

Union policies toward the issue of 2ospulsor Vero"s flexible retirement

also vary widely, d ing to some extent on the age cosrposition of the on

bership the e l t tuion th ist, d other factors.

(k the le, mst unios bhve ted to oppse conpulsory retiremnt prvi

ions durng t la t d or topress for a later coupulsory rtrement

age. Elt there has been growing evide of a recet t in t mnt

towrd couloz retiremnt- and at earlier ages in nion' circle in

the last few years, uuder the ie e of t coern over unenploy-

ment. In an environmnt in which the edz0Mion of blue collar enpl nt has

slowed up appreciably, there are dication of a return to the prevailing

sentiment Of the 1930s,, in favor of ao retirement of oldr kers

in order to inprove e1plmnt oportunities fory r rkers.

It is clear that, If presnt trend c, the queion of how to

meet the problem of impaired eaplMent opportMuities for nma groups of

Pnrual workers is likely to be an or issue in labo-imnagement rela-

tion during the next decide, as yesterday inge session clearl suggested.
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MJhether office automation will result in a similar trend for clerical workers

is not yet clear. In aqy event, there is likely to be pressure from the

younger members of a good un s to hasten the retirement of older members.

If this occurs, it is to be hoed that the alternatives will be carefully

weighted and examdned. WIhat is needed, above all, is a flexible approach by

both menagement and labor to the problems of technological change and declining

enplaywnt in particular industries. The MIchanisation fund recently established

for the West Coast l hor, and the gee ts mcentl negotiated between

the Arr Copa and the tpackers and beten the railroads and the

Brotherhood of ntce of Way E loes repreent ples of flexible

approaches.,

And even if it a ars in m dustries that the retirement of older

workers should be speeded up, alternative nuthods of acieg this result

should be Carefully explored. There is sowm evidence, for exmple, tht

employees tend to retire comparatively early in firms that have both flexible

retirement policies and relatively geeros retirement benefits. Thus the

question my well be rased whether it is better to encourage earlier retire-

ment through coapulso retirement policies or through more adequate retire-

ment benefits.

(ne point that is freqtly overlooked in discussions of retirement

policy is that age 65 has been regarded as the convtional retirement age

pretty mch throughout the present cerrbuy, and yet age life expctancy,

even at age 65, has been increasing. In the face of Is trend, does it

seem wise to consider lowering datry retire nt ages? Or would it not

seen mere appropriate to consider gradually increasing them? One advantage

of this procedure, clear3ly, would be to reduce the cost of pension plans as
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curmntly constituted and to open up the possiblity of utilizing the

released funds for more adequate benefits.

'i Inc ite Ctyera the pl_ o 1km4s
1M come now to the fourth chrge levied against riate pension pla

in relation to the agig wo obstacles to covering workers In smll

firmw and in in e ch teed by shart-term, a l, or sasonal

aplOy~mt. In an t in which private pensi plans bave been

encouraged in a variety of qyr. as a major Zat of the rican effort to

provide income security in old age, the ng eUple of a firm that is

unlikely to adopt a pension pl Is in avery real se the "forgotten nm."

And in a siificant sense his a lcr is also a Aforgotten imn." Although

the dent of comont t has NOd& it t e faible for smll

ezployers to c dr pe o pln, a good sm33 elqrs arcght

in a Situation in w h a t o the sable costs asociated with a

pension plan is not vey pact Ul eles their c etitors are also adopting

plans. I have disoussed thi situation with a n r of 11 eplcyers who

can se need for a wore adequate retiremnt om for their eployaees

but are hesitant to incur the costs involved.

NA only are there wide diq i In po tive retirement Inc-Oe
can

between workers who/anticipate pension benfits and those who cannot,

but, as you are well aware, there axe wide dife between the benefits

avaible under various p , for wrk at clevels.

My guess is that this problem is le to we into the forefront of

public discussion in this country in next deade, as it hareently in

(het &ritain. There are at least three alterntive way In which it can be

mt: (1) through a policy of drift, in which case psion cvrage ill
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graduallqy be extended to a slowly rising prportin of workers now excluded

but will still~eave sizable groups uncovered; (2) adoption of a policy similar

to that enacted into law in Oreat Britainl 19J599;-.A4-3) liberalisation of

social security benefit levels to the point at hic1h prospective retiremnt

inco for those who must rely almost exclusdvely on these benefits will

provide a modest, but adequte level of retireimt income.

Clerly I am not parti larly t t bout the first alternative.

As beteen t second and third alterntives, I suect there will be a good

deal of debate on both sides in the next few years, and I am not prepared at

the m t to argae for or agswust the tish solution.

What the British have done is to poie a sip tary graduated

retiret benefit c on their for r stem of flat ben fits. Retire-

inent benefits that are related to earning8O be paid on that portion of an

individal'sisAoC between 9 and 15 pounds terlg a week. (Average

earnings are approoitely 12 pounds a week.) eer, private pension

plans - ch cover approxiutely the percentage of workers in Britain

as in this country -na conct out of the gSe nt scheme if they

provide supplentar benefits that are at least as generous as those

provided under the gormet progra. Furthermore, private pension plans

must provide for sferbility of pension rights whener a worker Shifts

jobs. It will be readily seen that the contraoting out provisio is very

similar to the procedures under our klifornia temporary disability inaurance

program.

Whatever approach is adopted, it is a that sociL securit benfit

cannot be substantially increased without an increase in the costs of the

program. But, in this connection, I would suggest that there are several
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points at are frequently overlooked. In the first place, the original

$3,000 celing o a taable earings under the 1935 act included the

total earning of all but a ti fraction f Ami workers, whereas at

present about half of all reguar elyd mnm earn roe than the cu t

$4,800 ceiling, wile about a fourth of covered workers earn more than

NS,800. This -m-n that as the ehas eI and as social security tax

rates have been icesed, total social s r ctributions AS aper

tage of total pyrolls have not rism in e m prportion. Thia csddera

tion needs to be kept in zdnd in c ection with discussions of the ext to

ch social security costs have incre-ase d ae likely to increase in the

future.

The scnd - and much more important point is that w rarely. stop

to conder, in d buidnes btemh m it costs not to bave a

Mre ad te social security syOtem. -t _o I*Ja a good

firm t do not have private pension plans kep a few el employees

with failing pysical and mental capacities on the pyroll lg after they

have cesed to be of amy real value to the firm, ipl beau the eloyer

knows that the social security be its these e loyees would receive in

retirement are grossly nadequate. In m Oas, as I have previously

suggested, the firm 3ill retire the emploe with an vid lly negotiated

pension designed to close the p bet y beefits and mini

income needs in retirement - but aften t is d until the

employee is &vICusxy too old and to continue worbcp These prooe-

dures clearly cost money, and it is this tpe of exe that I have in mind

when I refer to the cost of not having an adequate social security system,

Perhaps there is no better note on i to end this discussion than to

look for a memnt at the other side of the c . As a mMnagent grou, you
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are vll awi' of the fact at, ifade social security benefits are

ostly, so are adeqate private p i. WMimi an ecaoodc envir nt in

which lorg-wrwn iflati y trds are eted to continue, there ilfl be

incrwasingpref psdon befits that are based o final or hit

erigs., rather thno vrg eainings thogotteepl~eeIs period

of service. As a of theC Uomia State RAWRirm t Sstem,

I am wl a of the nt of ti tope of ft aaand I m

alsouefl awre of its relative costliness

Wbat I am sugestig i that g the 1960Ds theUe ifl be g

pressres in favor of strsigtmingeirivate pnon benefit structures and

also g sures in favor Of the oWitys7st3

lea.rly jy fin point is that .1 V .6WM so

fuy L1=t~i.~iw~t~ ~ now

'
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