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Perceptions of the Capabilities of Older Workers to Work 
Statement of Issue

Older workers are becoming a large segment of the American workforce, whose contribution to the economy is becoming increasingly vital as the national population ages and there are fewer younger workers available for hire.  
Older workers are hindered by the perceptions of employers, coworkers and even themselves regarding their capabilities and trainability, and their own benefit and retirement considerations, as they attempt to remain in or return to the workforce.  This ultimately affects the supply of older workers available in the workforce, at a time when there is a shrinking supply of available workers.
Background Research on Issue

Employers and Coworkers Perceptions of Older Workers
According to the Committee on Economic Development
:  
· Employers’ willingness to hire and retain older workers depends, in part, on the availability of labor. As growth in the labor supply slows, employers will look to non-traditional sources, including older persons, to alleviate shortages.

· Employers’ willingness to employ older workers also depends on the workers’ productivity and cost. There are, in fact, no discernible differences between the intrinsic abilities (measured as physical and mental ability and capacity to learn) of older workers and those of their younger counterparts for most jobs today. Many older workers offer distinct advantages in terms of experience, company loyalty, and job flexibility, but many employers are not aware of this.
· Older workers can cost more as a result of practices related to earnings, health insurance, and pensions. Government regulation of employee benefits also imposes costs and may discourage employers from hiring and maintaining the employment of older workers.

Employers expectations of what will happen to employees in retirement are very different than the employees’ expectations.  A Harris Interactive Survey quoted in the Chicago Tribune
 stated:

· Of the companies surveyed, 84 percent expect their older workers will simply shift to part-time schedules after the traditional retirement age of 65, while just 17 percent of individuals who plan to work in retirement said that was their goal. A higher number--38 percent--said they preferred cycling between work and leisure in a more erratic pattern.

· Also, older workers still face an uphill hiring battle for any type of work.  A quarter of adults older than 60 who reported wanting to work said they had difficulty finding jobs. Among those having trouble, 80 percent believed their age was the reason.

· Meanwhile, less than one-fourth of employers--24 percent--said they are on track in their preparations for the large number of Boomers reaching retirement age.

· Thirty-five percent of employers are concerned about a brain drain as their highly skilled workers age, but companies still direct more resources to attracting younger talent than retaining older people, the study found.

Some positive perceptions of older workers are also being reported.  A new American workforce survey
 reported positive aspects of older workers—they are the most satisfied, the most engaged in their work, and the least likely to feel “burned out”, particularly as compared to younger workers.  In contrast, younger workers are reported to be the most distressed and restless, and they feel the least amount of loyalty to their employers.

The Society for Human Resource Management (SHRM) completed an older workers study in 2003
, which indicated that 72 percent of HR professionals listed "more willing to work different schedules," "serve as mentors," and "invaluable experience," as advantages to hiring older workers.  Additional research is available from a major temporary employment agency, Spherion, which commissioned Harris Interactive to conduct a national survey in 2003 on the “Emerging Workforce.”
  It showed retention tends to be significantly higher among mature workers, while younger workers are more likely to change jobs to explore new career directions. The 2003 Emerging Workforce Study reveals that 55% of mature workers, 50 or older, are likely to stay with an employer for at least the next five years, as compared to 43% of workers 49 or younger.
Older Workers’ Perceptions of Disincentives to Work

A recent survey
 found that nearly 7 in 10 American workers report that they plan to continue to work full- or part-time for pay following retirement from their main job.  Another 14% of workers plan to work as volunteers. Only 13% of employees expect to stop working entirely.  However, there is deepening concern among workers about their ability to retire early, if at all:

· 6 in 10 respondents now believe they will not be able to retire from full-time work by age 60, including 12% who say they will never be able to retire. In contrast, in 2000 at the end of an economic boom, only 40% of workers surveyed doubted they could retire by age 60, with 7% saying they would never be able to retire.

· Only a quarter of workers are “very confident” they can retire when they want, down from 29% in 2000.

· Workers between the ages of 35 and 54 are the least sure of their ability to retire when they want.

· The survey also found that while workers are doubtful that Social Security and Medicare will be available for their retirement, they are perhaps overly positive about the adequacy of their private pension plans.

Despite the perceived need to continue working, Older Workers can have negative perceptions of what will happen to themselves and their finances if they do continue to work.  According to the Committee on Economic Development
:

Older workers perceptions of the viability of their return to work are influenced by real barriers they currently face on several fronts, including financial disincentives to work, workplace discrimination, and inadequate training.  Younger retirement ages are a reflection of these barriers. Older workers’ experiences in the job market indicate problems as well; unemployment becomes more persistent as workers age, and job opportunities are often limited. Very few older workers have the option to scale back employment in a long-held, career job (i.e., “phased retirement”).   Additional financial considerations that affect the perceptions of Older Workers include:
· Many private pensions penalize work after some age, frequently as low as 55. Work after this age creates an implicit “tax” (often exceeding 50 percent) due to the decline in value of lifetime pension benefits.  
· Similarly, some Social Security provisions — such as earnings limits for beneficiaries— create disincentives to work.    The Social Security Disability Income Program (SSDI) disproportionately serves older Americans; while those 55 and over make up only 14 percent of the adult population, they account for 37 percent of SSDI beneficiaries. SSDI benefits, which are equivalent to full Social Security benefits at the normal retirement age, can serve as a means of early retirement by providing income until Social Security benefits become available.  Although the program provides an important safety net for older workers who become disabled, SSDI also creates strong work disincentives.  The SSDI program historically has taken a strict view of work and disability:  those who were disabled were not expected to work. Steps have been taken to encourage work, such as allowing a trial work period of several months during which earnings are disregarded. After this trial period, recipient earnings become subject to an earnings test, and the recipient is at risk of losing benefits completely.  As a result of these provisions, less than one percent of those on the SSDI rolls return to work each year.

· Productivity also depends on skill levels, and older workers often fail to maintain and upgrade their skills. 
· Older workers who believe they are likely to face discrimination are less inclined to remain in the work force.   A survey and report, titled A Work-Filled Retirement: Workers’ Changing Views on Employment and Leisure, found that many older workers are concerned about discrimination.  The survey is the 16th in the Work Trends series, a national survey that explores attitudes of the U.S. workforce. The Work Trends survey polled 800 American workers between May and mid-June 2005.  The Work-Filled Retirement survey found
:

· 71% of American workers believe older workers are more likely to be laid off when a company reduces its workforce. Interestingly, these views are at odds with independent data from the U.S. Department of Labor demonstrating that workers under 40 have had higher layoff rates than those over 40 over the past 20 years (Farber, 2005).

· 44% believe older workers are treated unfairly when employers are making hiring decisions.

· 86% believe younger workers that are laid off are more likely than older employees to find new jobs that have the same or better pay than their previous jobs.

· A majority of workers do not consider themselves to be “older” workers until at least the age of 60.  However, they believe employers classify workers as “old” at much earlier ages. Nearly 40% of workers think that employers begin to view a worker as old by the age of 50.
Another study
 indicates age discrimination is rampant in the technology industry: 

· More than two-thirds of tech professionals over 45 cited ageism as a "significant problem" when surveyed by Bloomington, Minn.-based career portal Techies.com. Nearly one in three workers over 45 said they have either witnessed or experienced "age bias," according to a study released Monday.   And anecdotal research at Techies.com and elsewhere has found that older tech professionals on average are not compensated fairly for their additional experience. 

Strategies for Combating Ageism
Katharine Hansen of Quintessential Careers
, a career advice firm, suggests several strategies and trends that will combat the negative perceptions of employers and coworkers of older workers: 

· Older jobseekers should keep an optimistic outlook.  Don't be a victim and don't panic. 

· Tap into the economic and workforce clout of the baby boomer generation, which exists because there aren't enough workers in the succeeding generations to do the work that needs to be done. 

· Baby Boomers will redefine aging.  In the past, employers retired older workers because of health and longevity reasons, and they had plenty of younger workers to take their place. Now, the Baby Boomers may live much longer and healthier and many may want to continue working -- in a much different way than they did before. They will have the ability and clout as a group to redefine work to fit themselves because there won't be many alternatives for employers in need of talent. 

· Career choices and challenges of an increasingly older labor pool will have a profound impact on organizations' strategies for securing and developing talent in the coming decade. Every aspect of human resource management will be affected, including hiring, professional development, retention practices, and career management and transition tactics, further demonstrating the Baby Boomers' strength in numbers. 

· It was the Baby-Boomer generation that in the 1980s began pressing for child-care help, flexible scheduling, and other work-family supports so failure to include mature workers in the workforce is something they probably will not accept.

· Older Workers should try to keep their energy level up. Some young employers do not want to hire older folks because they think they'll be slow, plodding, and drag the work unit down with their lack of productivity.  This attitude can be combated by keeping as healthy and fit as possible.  Eating right and getting enough sleep will help maximize energy. 

· Older worker should embrace change.  Another reason younger hiring managers resist hiring oldsters is their belief that older workers are set in their ways and not open to new ways of doing things.  Older workers need to convey that they are versatile, adaptable, and ready to do things differently.  Expertise grounded in decades of experience may have limited value in a world where new theories, technologies, and concepts keep emerging.  The more technical the job, the more important flexibility and willingness to learn are. 

· Older workers should promote the idea that top thinkers don't hit the peak of their mental capability until deep into old age and rail against the myths.  Lisa B. Song of Knight Ridder News Service reported that a survey last year by the Institute of Electrical and Electronics Engineers-USA found, for example, that IT workers 45 years and older were rated as better problem-solvers and communicators and equivalent to younger workers on technical knowledge and teamwork skills. 
Current Efforts Underway
The U.S. Department of Labor released “A Protocol for Serving Older Workers” to the workforce investment system in an effort to enhance the training and employment services provided to older workers, and inspire the system to pursue innovative strategies for serving this labor pool and connecting them with the job market.
The Job Accommodation Network, JAN, a free consulting service, funded by ODEP, designed to increase the employability of people with disabilities by dispelling misperceptions held by employers and jobseekers concerning the perceived cost and difficulty of providing reasonable accommodations and flexible work arrangements to Older Workers and others with disabilities.  JAN accomplishes this by: 

1) providing individualized worksite accommodations solutions, 2) providing technical assistance regarding the Americans with Disabilities Act and other disability related legislation, and 3) educating callers about self-employment options.

ODEP cosponsored the White House Miniconference on Aging and Disability, which provided, among other topics, specific recommendations to the President regarding conducting a multifaceted positive messaging campaign to dispel myths about older Americans, including in regards to their ability to work.
The Senior Community Service Employment Program (SCSEP) and National Employ Older Workers Week showcase the efforts of the Department of Labor to promote the employment of Older Workers.  For over 40 years, SCSEP has served the job training and placement needs of people with limited financial resources who are age 55 or older. Since its inception under the Economic Opportunity Act, this program has helped over one million people enter the job market each year by providing workforce services to older Americans and exploring ways for older workers to respond to the rapidly changing skills demands of business.

National Disability Employment Awareness Month (NDEAM) was established by Congress through Public Law 176 in 1945 establishing October as the month to recognize the contributions Americans with disabilities are making in the workplace.  The contributions of Older Workers with disabilities are included in the celebration.

 CVS/pharmacy Government Programs and the Office of Disability Employment Policy (ODEP), in conjunction with ODEP’s Employer Assistance & Recruiting Network (EARN), have partnered to develop an exciting corporate sponsorship opportunity to increase career opportunities for individuals with disabilities.  This summer, CVS/pharmacy will host 5 pilot programs that will include two 8 week career exploration projects that include older adults with disabilities. These programs will be located in Northern Virginia and Boston, Massachusetts, and will be co-developed by CVS and ODEP’s Customized Employment sites. 

 Other Key Information (if any)
Possible Future Avenues of Reform
Some ideas, including many from the Committee on Economic Development
:
1. Getting the Financial Incentives Right

· As a means of retaining valued older employees, employers should reassess their pension offerings and consider changes that would make them neutral between work and retirement.

· Major changes in public policies necessary to encourage longer work lives include:

– eliminating the Social Security earnings test,

– increasing Social Security’s normal and early retirement eligibility ages, and

– eliminating the employer first-payer provision in Medicare.

· Employers, employer associations, government, unions, and seniors’ groups should educate workers about financial planning for retirement. Many workers lack a clear understanding of the financial resources required for a 20- or 30-year retirement. With a better understanding of their retirement needs, these workers would likely avoid the early retirement trap.

2. Replacing Stereotypes about Older Workers

· Employers should address age discrimination in the workplace and hiring practices through training sessions and workshops, following the model of race and gender-oriented initiatives. As a matter of self-interest, employers should abandon stereotypes about older workers in favor of honest assessments of value.

· DOL should use its public relations networks to promote positive research on perceptions and the actual work performance of older workers.

3. The Training Imperative

· Older workers themselves have the primary responsibility to acquire and maintain their own skills. However, employers who offer training should recognize the value of training their older workers and ensure equal access to training for them.

· Higher education and other training institutions need to recognize the need for work oriented learning among older Americans and expand their offerings to this largely untapped customer market.

4. Rethinking the Organization of Work

· Companies should explore innovative ways to reorganize work for long-tenure employees in order to avoid career plateaus.

· Phased retirement is a promising, but vastly underutilized means of extending work lives. Successful implementation of phased retirement may require a change in company pension and benefit rules and changes to federal regulations governing employee benefits.

(Some ideas, including many from the Committee on Economic Development, con’t.)
:
5. Getting Older Workers into New Jobs
· Better opportunities for older job seekers are required. To identify and encourage older applicants, The Committee on Economic Development believes that employers should revise their recruiting practices with older candidates in mind by identifying promising recruiting markets, orienting recruiting material toward older candidates, and partnering with seniors’ groups to advertise positions.

· Older workers looking for new employment should update their job search skills and recognize the increasing importance of computer-based job searches.

· Federal law governing employee benefits should be amended to allow greater flexibility in hiring older workers for contingent and part-time work. Older workers who want to work in flexible arrangements should be permitted to opt out of traditional benefit packages.

· Employers to consider greater use of “cafeteria”-type flexible benefit packages to facilitate the hiring of older workers in flexible work arrangements.

6. A Strong and Flexible Safety Net  
· Social Security Disability Insurance (SSDI) should be reformed to promote work by SSDI recipients, many of whom are older Americans, while maintaining an adequate safety net of benefits. The SSDI program should be reformed to meet two objectives:

· Provide appropriate incentives and assistance to participants who are able and willing to work in some capacity; and 

· Efficiently target those who meet eligibility criteria.

· This can be accomplished by:  offering stronger financial incentives to work. Currently, SSDI recipients are able to work briefly after entering the program, but face extremely high penalties on work after this period ends. An additional tax credit for SSDI recipients, that would supplement the Earned Income Tax Credit, would help remove these barriers (EITC) for SSDI recipients. As earnings increase, the combined credits would decrease. The work incentive created by the combined credits would remove disabled workers from the SSDI roles, since their earnings levels will exceed the “substantial gainful activity” level.  Alternatively, the program could phase down benefits gradually as earnings from work rise, in contrast to the current abrupt cut-off imposed by the substantial gainful activity definition. Reforms, whether through tax credits or changes to the earnings limit, are needed to remove work disincentives.  
· It is important to extend access to health insurance to those who leave the SSDI roles for work.  Access to Medicare and Medicaid is critical for many disabled persons who remain on the roles because they cannot afford necessary medical care. SSDI recipients who choose to leave the roles for work should be permitted to retain Medicare coverage, paying premium amounts that are adjusted to earnings. At higher earnings levels, premium subsidies would phase out altogether and the former SSDI recipient would have an option to pay full premiums or discontinue Medicare or Medicaid coverage. Vocational training and work-oriented rehabilitation are needed to bring many SSDI recipients back into the workplace.  This could include greater use of a reformed Ticket 
(Some ideas, including many from the Committee on Economic Development, con’t.)
:

to Work Program, and greater promotion of the use of One Stop Career Centers by older workers with Disabilities.
· Employers need to adopt new perceptions about low cost reasonable accommodations and flexible work schedules for Older Workers with disabilities.
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